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ALFRED HERDuRT wILLER, hav- 
ing been recalled. 
THE Child: Le. Harvie, I do not just re- 
call but I think I did say to ir. ijiller that we would 
welcome any general suggestion or recommendations from 
your company in respect of proposals which would make 
for the good of the industry and if I have not already 
said that I now would say it to you, that we would be 
glad to have submissions over and above any questions which 
have beer put to the witness or anything of this sort 
Which your company thinks would be of advantage for us to 
have before us. 
MRe HARVIE: Yes, I am very glad, tir. 
Chairman, that that has been brought up. That has been 
discussed by us, you suggested that before and it is 
being given consideration and i would like to have ir. 
Miller give any ccmments on that in a general way that 
he wishes to do so now, but the general situation is that 
we are going into that in some detail and we will file 
it more in the form of 4 brief. 
THE CHALRIAN : Yess 
WITNESS; I do not think there is any- 
thing that I can add at the present time, ».r- Chairman, 
other than the one thing that I dwelt on yesterday, or 
the one item I dwelt on yesterday, and that is the 
question of greater consideration being given before 
additional licenses are igsued which would increase out~ 
lets unnecessarily; in other words, I do think that if 
that particular regulation was enforced that it would be 


beneficial to the industry» I would be very pleased to 
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give further thought to your request and submit these 
if I may within the next week or ten days. 

MRe FRAWLEY: hire Miller---- 

MaJOR LIPSETT: I suppose, lir. Frawley, 
have we a copy of those regulations, of the licaneine 
regulations. 

MR. FRAWLEY: Oh yes, I have placed those 
before you and I have sent to “=dmonton and asked them 
to be good enough to send to each one of the Provinces 
throughout Canada and get the similar regulations for 
you, throughout all the Provinces. 

MAJOR LIPSET?: Do you happen to know what 
the licensing regulation is, was it in any way used to 
control distribution or the number of distributors at 
ells - nas it ever peer’. 

MR. FRAWLEY: Was it used in any way, I did 
not catch that. 

MAJOR LIPSHT?: fo control the number of 
BOOpLe Woo. are cigaced in tus distribution, are they 
gust Like tobacco licenses, a license to sell tobacco, 
that anyone who pays the fee can get them. 

MRe FRAWLEY: Oh no. There is quite an 
interesting history about that legisltation. It was 
first passed with a very rigid clause and if I had it 
I would show it to you, which cleuse was taken from the 
Nova Scotia Statute word for word and which in turn I 
understand had been taken from the American Statute, 
and the words were that there should be no license is- 
sued except where it was shown to be convenient and 


necessary or required. There was, that was 4 very rigid 
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sort of thing and would have frozen the marketing 

atructure in Alberta pretty definitely and that 

wtatute by the way. was placsd in the hands of the 

Public Utilities Board and iir. Cottle had more to do 

with the actual issuing of the licenses than anyone 

else, iir. Cottle and tir. Carpenter. 

WAJOR LIPSuTT: Did that deal with the 
gobber distribution or did it deal with the service 
stations. 

wRe FRAWLEY: No, it dealt with wholesale 
and retail outlets but aftex all if the policy had been, 
just for example to have no jobbers, they could, just as 
each application for the North Star Oil Company for in- 
Stance mame in, it could have been refused but it was just 
a question af licensing wholesalers and retailers. Then 
that Statute in that form remained for one year I think or 
two years and them the administration of the Statute was 
taken from the Public Utilities Board and placed in the 
hands of the Department of Trade and Jndustry and that 
section was stricken out and one substituted for it which 
was in words somewhat iLike this, that no license shall 
be issued, I think it still started out with sone pro- 
hibitve language. no license shall be issued except perhaps 
when in the judgment of the iinister it is right and 
proper, or something like that, much. much wider, and that 
4a how it stands at the moment. If it might interest the 
Conmission, there was a statement made in the Legislature 
at the time this resolution was passed appointing this 
Commission, in which the liinister of Trade ani Industry 


yeferred historically to the passing of that legislation 
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and referred I think to the fact that it was expected that 
there would be some reduction in the price due entirely to 
that restrictive licensing policy and there having been no 
reduotion in the tank waggon price by the major units in 
the industry, the situation had changed. How I am not on 
very safe ground there, I do not like to quote those words 
and I would not like to be responsible even for the point 
Which the silnister was trying to uake but I merely mention 
that historically by way of perhaps explaining the point 
fe willer was making yesterday but it is true even now, 
under the present language, the .iinister's policy could 
be "No jobbers", no anything you like, and incidentally 
the section of the Statute goes on and says that these are 
issued and cancelled and amended and so on in the uncon- 
trolled discretion of the tiinister. 
THE CHATR.AAN: what was i.r. Halverson's 
attitude towards jobbers, sire Nolan? 
Re NOLAN: I think, i:r. Chairman, that 
the discussion did not go very far along that line and I 
was thinking yesterday when I was sitting here that the 
question perhaps had not been put to him as directly as 

4t was toiir. liiller. "Are you in favour of jobbers or are 
you not". It was just mentioned by him and the jobbers 
were discussed but I think very generally. Perhaps I am 
wrong, ire Frawley. 
wRe FRAWLSY: No, L think you are right. 
Certainly it was not put as bluntly to i.r. Halverson as 

it was to lir. tiller. 
THE CHaTRiAN: liy mewory is that I asked 


souething about it. 


re) 


bai | 

a, 

b., 
- r 


a 
a 


° 

oy 

~ r 
a 
° 

5 nis 
Es 

S - i 


“x 
i 
<4) 
=i 
1 5 


Ng ae 
~~ oe 
ee ee . =e 
; al e 
z seg - 
de pik: f 
RG 
' 


x 


A. He Willer 
Avis ese = 


LiKe FRAWLEY: LwHiAke vow did ee L[eyrink 
there is something there. 
THE CHAT: AN; Perhaps you would be good 
enough, ire Nolan, at your leisure to check it up. 
bun « NOLAN: CyeWin tr Check it uy, od ie 
because if we had not his views we certainly Go want them. 
THU CHATRiiAL : Bol ere Gls 

Q WR. HARVIE: wmce filler, there has yust 

been brought to my attention by sir. Cottle that 

in dxhibit "468", which is Volume 3 of the brief, in the 
nd, 4th, Sth and oth last pages there are some figures 
which have been transposed in typiug and while the ul- 
timate figures are all correct some of those figures are 
not in the right volumn and with your consent I would sug- 
gest that we might replace those four pages correctly 


typed and LI will do that during the recess, if that is 


satisfactory? 
THit CHALTRAAN: Very good. 
WITNESS: If I may just deal again for 


one moment on the question of licenses; naturally I refer 
first to the question of new comers. There have been a lot of 
new comers since 1936 but LT do not know whether 1 quite 
understand you, iir. Frawley. when you spoke about some red- 
uction in the tank waggon being expected, was that the 
eonsideration for the restricting of the licenses. 

Q MR. FRAWLEY: I was trying to quote what 
the Minister said in the House, and I am not sure enough 
of that, ir. ijiller, I would not want you to place too 
much on what I have said by way of paraphrasing what he 


said unless I could find some record of it? 
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A The only thought I had in mind was that I do rerecber 
when you were negotiating some two or three years ago 
for reductions being made in the price, that it was 
generally understood that your recomuendation was to be 
that if the prise could be reduced, that licenses 
would be restricted very considerably to curtail the 
duplication of both wholesale and retail outlets. 

Q Yes? 

Which might atford some saving on the part of the industry 
to offset the reduction that you requested to be made. 

Q Theat 1s (quite right, fir. willler? 

A 4nd as I said yesterday. I do not want to deal too 
strenuously with that but as I said yesterday, I do not 
know the number of licenses which have been issued since 
1940, although you have a record of those but I would 
think that there ave several kundred and instead of cur- 
tailing duplication it has been very mach increased. 

Q wAJOR LIPSETT: when you refer to those, 
live Liiller, do you mean those to dealers, you are not 
referring to jobbers? 

A To all three, sir, to jobbers, to the wholesalers and 
to the retailers. 

Q I suppose the large inerease would be in the retailers, 
that includes the new service stations and things like 
that? 

A I do not think so, ur. Commissioner. I think naturally 
after the establishment of the wholesaler then you 
automatically get a large increase in the retail outlets 
because once e@ man has established a wholesale outlet it 


ie of oO. Wee tO him uniess he can secure wholesale dis- 
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tribution, which distribution has been built and new 
licenses have been issued for them to operate according to 
the regulations. 

wRe FRAWLEY: You see of course, i:ir. Com- 
missioner, ire biiller is quite right that licenses have 
seen issued to the new comers, ir. Plotkins wants his place 
ia the sun and hollers for it; iir. Mayland does the same, 
ir. Becker does the same, iir. Hyde does the same, and these 
are the people, I dare say that is quite so, these are the 
people who have been given licenses. fhey say "Is the 

oil industry to be confined to the two major companies, 

the Imperial and its jobbers and the Yritish American and its 
jobbers", and they are very vocal about it. I dare say those 
are where the licenses have gone, to .ir.e /lotkins, to Mr. 
Mayland, to iire Becker. 

LiAd OR LIPSETT: 50 really the increase in the 
number of outlets for instance, were ataye to the Imperial or 

the British American but to these others. 

MRe FRAWLEY: It is just depending on the 
point of view. It is an evil or a good, whichever way you 
look at it, but it is giving the small Alberta independent 
company a place in the marketing picture and that of course 
makes for duplication of course, but that is the problem. 
mA JOR LIPSETT: And that again I suppose is 
to some extent caused by the undivided dealer, that is the 
dealer in business cannot handle additional products. 

MRe FRAWL LY : Oh, that is what they say. 

I have heard that many times, that an independent company 
will approach a «an, a retailer, a dealer, and the 


dealer would be quite willing to put his products in but 
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he says "T cannot divide my business. iy price goes up 

a cent right away", so he stays with a larger company 

and the argument there is that this A. Be de. arrangement, 
the 100% arrangenent tends to keep the monopoly in the 
hands of the bigger companies. 

THe CHAIINAAN: “uefore you go on, tir. 
Frawley, the Volume of June 21st, iir. Nolan. 

Mite NOLAN: Yes. I was just looking at 
my notes on that very page. 

THe CHATNAN; I see I have a note, not 

ths words of the witness at all, but "duplication of whole- 
sale licenses very wrong". 

wke NOLAN: I will look at that and I 
have also looked at Lxhibit "316" which was iir. Halverson's 
brief on jobbers, prices and sales and he discusses the 
danger of the jobber going into the refinery business on 
his own and then on page 2 of ixhibit "S16" he says "There 
would be no purpose in our giving these jobbers a better 
price than necessary simply to enable them to compete with 
usp successfully because we realize Jobbing business is 
temporary and direct gallonage is the only kind that can 
be Gonsidered reasonably permanent", and then he goes on 
to discuss some jobbers who eventually became refiners 

and a certain amount of the gallonage was lost, but I 


know what you are looking for, sir, and I will find it IL 


hope during the morning. 


TH GC HA ThA N: That is page 2 of what? 
ike NOLAN: Page 2 of Exhibit "Slo"\: sis, 


which was entitled "Jobbers Prices and Sales in Alberta". 


You will remember, sir, it was one of these black books. 


THE CHAIRAN: Yese 
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iiAJOR LIPSETT: I have a note on the 21st 
of June with reference to this matter, the Chairman 
suggested to lir. Halverson that as to any matter such as 
legislation or regulation he should put in a memo on any 
matter that the company should think wise or desirable. 
MRe NOLAN: I do remember that. 

THs CHALK AN: That was at the end of the 
morning session. 

URe NOLAN: The Chairman was then speak- 
ing very generally about any existing Statutes or Regulat= 
fons which might be in effect or in force now or which 
Ought to be in effect or in force and he wanted some ex- 
pression of opinion and i.r. Halverson said he would do 
that, but I doubt, sir, if he was thinking the particularly 
of this point, althought it would be covered, it would be 
covered certainly. because those are regulations. 

xAdOR LIPSETT: Yeso 

THE CHATRuAN: I certainly must have put 
sonething to hin. 

wRe NOLAN: On that date. 

TH CHATIWAN: Yes, because that is my note, 
it is a very brief one "The danger of wholesale licenses 
is very wrong". 

Re FRAWLEY: Yes, my note is, Halverson 
saya"not too much danger but really too many retailers". 
THE CHAIR AR, The brief would seem to 
indicate thet he thinks it was a temporary condition 


which must come to an end from what ir. Nolan is reading 


tO uss 
iuR« NOLAN: I am reading from the brief. 


THE CHALR.AN: All right » 
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eon. Ph LELer. 


MR. FRAVIEY: Mr, Ililler, I called you back 
this morning because I have reoeived from Dr. Frey some 
Suggested questions, some of which I am afraid I, perhaps. 
have not covered. First of all, I want to show you 
Exhibit "314", pages 1 and 2, which is Mr. Halverson's 
brief and contains a quite concise statement of the 
number of stations which that company operates, main 
stations, bulk stations, company-owned service stations, 
the staffs, supervisors, and salesmen. MThen-as to the 
products and the number of gallons of gasoline and all 
other products sold in 1938, and he would like te get a 
Similar statement from your company. That could be done. 
Mer eittery 

Of course, we have given you this now in Volume 1 or 2. 
But) is it your desire to have it set up in this way? 

nag was’ali. “1 "am Sure there is a8 much information in 
ase our Maverial as 1s there, but the sugeestion Morealy 
is that seems to appeal to him as rather a @eoncise way 

of getting all the information on two pages, if you can 
do that? 

Just this? 

Just as on those two pages. You have covered that very 
fully but could you in that fashion set it up? 

Yes. 

And Mr. Harvie doubtless has a copy of that. Now, ifr. 
Miller, assuming thut the commission agent owns nis own 
truck or trucks, what assistance does the supplying, that 
is your company give in financing of those trucks, if any’ 
It has been our policy since the inception to finance for 


our agent his requirements, that is his financial 
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requirements for the truck up to 60% of its purchasing 
price, and that 60% is paid back to us over a period of 
two years with interest, nominal interest, I think, of 4%. 
What arrangement does your company make for Renae itor ae 
commercial consumer accounts. Does it lend equipment. 

On what basis are prices established to commercial consumers. 
Now, i know we dealt with that yesterday but if you would 
care to make now a brief statement answering all of the 
questions? 

Gommercial consumers in Western Canada are sold at the 
regular tank waggon price that would anply to any dealer. 
All equipment is pvurchased by the commercial consumer in 
the same manner as the dealer would »urchase his. There 
might be a few exceptions here and there where possibly 
equipment has been sold and afterwards reduced in price 

or afterwards, after a certain amount had been peid it 

was detarmined to leave the equipment there without 
further payment. «nd there might be one or two instances 
where the equipment has been loaned. «As we said yesterday, 
we were preparing a list of the commerciul consumer 
accounts in Alberta, covering the equipment, as you 
requested, and that will be submitted. 

Now, would you mind defining the expression "commercial 
consumers"? 

A commercial consumer would be an industriel aceount, 

a bakery or machinery account, who purchased gasoline 

to supnly their own cars or trucks but not for resale. 

Ts there any limit first of all to the number of units 
which the commercial consumer must own and operate? 


TH CHAIN AN: What do you mean by units? 


~ 


‘* 
. 
oe 
4. : 
1B ~ en Bead 
ae . . i. se : - 
> &. Ea 
oe Shik & : 3 
i : ’ = 
<< = 
ats = 7 ie 
s z 
ue . # <i 
shed 
Pras : 
es, ee 6 


Boe 


a, 


a ae 
% ay 
a —— 


. ~ 
~- 

. 
ae 

ae 


ee 
' ane 
ve oe 
So La 
7h = 
ee wu 


. sean, 


“ 


5 


CS aes] 


A. H. Miller ~11,259- 


MR. FRAWLEY: Cars, trucks and automobiles. 

A Theat is , I think, governed eutomatically by the fact that 
the commercial consumer has to buy or make an investment 
in a pump and quipment and therefore unless he had 
sufficient units, say for instance three or four units in 
the way of cars or trucks, it would not warrant his oapital 
investment in thet equipment to enable him to buy at 
tank wagon prices. As I said, it has been usual for the 
small commercial consumer account to try and make an 
errangement with any particular retailer to secure a 
Price;delivered in «to his cars or trucks at possibly e¢ 
over the tank wagon nrice, or maybe 24¢, but some reduc- 

- tion, however, from the price generally considered fair 
Lor the Ordinary private consumer. 

Q Is there any limit in the delivery, in the minimum deli- 
very that you will make to one of these commercial customer 
accounts that has set up his own tank - or set down his 
own tank and set up his own pump? 

A No. Commercial consumers either buy in tank car or tank 
wagon. In ‘“estern Canada there are very few tank wagon 
buyers because their volume is not of any great conse- 
quence. ‘Where tank wagon delivery is made we make the 
same size of delivery that we wouid to any dealer. 

Q@ What is that? I am only interested in the minimum’ 

“hat is the least you will deliver to a commercial 
consumer account? 

A I do not think, Mir.frawley, thet the minimun delivery 
to the wmmercial consumer account would be possibly 

less than 100 gallons on the average and I would think 


that there would be more and not less of 200 gallons. 
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q You think it would more likely be 200 but it might be 
down to 100? 

A I would think it would be more likely 200 on the average. 
The minimum though would be, TIT think, 100, 

Q, I do not want to get too far afield, ‘but it may be of 
interest to the Commission, the point you raised a 
moment ago. 4& wholesale grocery, we will say, or anybody 
that had say three trucks and perhans a car or two used 
in his business by his salesmen is faced with two alterna- 
tives, one, he can go to you and make arrangements to 
purchase a tank ana @ pump «nd then get deliveries in one 
or two hundred gallon lots and pay the posted tank wagon 
price, 1¢ more than the dealer pays, that is, the 100% 
dealer. Or he can go to a retailer, a service station or 
@ garage and ask the garageman to try and meet either in 
whole or in part the eel that he would be able to get 
Irom youre Thet is the proposition, is it not? 

A Quite right. 

Does not that result, Mr. Miller, in a considerable amount 


of chaos in the retail trade insofar as the truck business 


is coneerned? 
A In what way? 
Would there not be a desire on the part of many, many 


retailers to try to get that business of this particular 
wholesale grocery that might buy considerable gellonage 


from week to week, and that he would be prepared to cut 


his price t6, as you say, 2¢ over the tank wagon rather 


than the ardinary 4¢ which he chages the ordinary motorist? 


A Vell, Mr. Frawley, in the first place he does not. cut his 
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A. H. Miller ie a 
price because as I said yesterday the retailer in 
Canada and the United States is free to sell at any 
price he feels fit above the tank wagon price. Unless 
there is some regulation. I speak now, unless there is 
@ regulation in force, provincially or otherwise, where 
he cannot do that. 

Q There is, as a matter of fact, is there NOS. Lanpoers 
province? 

A You say there is here but let me say, Mr. Frawley, again 
that that regulation is also one of which it is impossible 
for you or for us, and I speak of the Government or the 
oil industry, to police and I agsin maintain definitely 
that it is not effective in this province or any other 
province in Canada where there is a similar regulmtion. 
Therefore, as far as Western Canada is concerned, as the 
majority of the commercial consumer accounts are small, 
in other words, their volume is small, it does not 
warrant their bookkeeving, their initial investment and 
license fees and repairs and so forth to equipment thet 
they may buy. My experience is that the majority of 
the small commercial consumers in Western Canada buy 
through a retail outlet at a certain price, and which 
price v.ries all over above the tank wagon price. 

Q That is just exactly what I want your views on, because 
certainly it is open to this Commission to recommend the 

scrapping of all these regulations which Mr. Flotkins has 
referred to from time to time as the oil code. so you 
say that that. regulation thet requires the retailer to 


maintain one price to all his customers, in other words, 
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they want to make a discrimination, and you say there 
are some of those, on your part you see nothing wrong 
with the retailer having a price to a commercial consumer 
and a price to the ordinary casual motorist, or even a 
steady motorist consumer. There is nothing inherently 
wrong. You would recommend that that be permitted and 
encouraged indeed? 

I think any regulation that cannot be made effective 

and enforced is a detriment to anyone for all concerned, 
And you think there should be no restriction at all? 

It is not only ineanable of being policed and therefore 
it is futile but there should not be any attemnt to 
regulate the retail nrice at all. Let the retailer sell 
to me at one price, and to you at another, and to a truck- 
man at another, and have as many prices as he wants. [I 
want to find your views upon it? 

I say definitely I think there should be free comnetition 
in the price the commodity is sold at. 

You do not think the consumer, let us think of him at 

the moment, the ordinary consumer, who you said yesterday 
does not go around shopring, but the ordinary consumer 
that just goes blindly and casually into any service 
station as long as it has the B. A. sign on it and thinks 
he will get fair treatment, you see nothing wrong in 
regard to that at all, that the B. A. retailer has a 

4¢ price if he thinks it is just a casual customer, or 

if it is a steady customer and he thinks he will come 
every dey for his rasoline that he will sell it to him 

at 2¢ over the tank wagon, OUG it ah Le et peri sot 


stranger or an American tourist he will charge him 4¢ 
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over the tank wegon. I am not saying there is 

anything wrong with that. I am not trying to comment 

on it, but I want your views? 

I think a man who buys his merchang@ise and pays Tor ht 
should be entitled to sell it at any price he wishes to 
and that particularly applies to the petroleum industry 
and our experience has proven you cannot y~egulate the 
retail price. ‘’e have had that experience ourselves when 
we were in the: retail businese. We tried to set @ definite 
retail price and we know by experienve that the price 

was never maintained. 

That is fine, and that may be the answer. Whether it is 
good or bad it must be discarded because it cannot be 
enforced? Is that your view? 

I think to further illustrate that is the fact that I 
believe today 75%, at least I think that is conservative, 
of the United States and Canada, permit the retailer to 
sell at whatever price he feels fit above the price he 
pays for the article. 

Well, Mr. Miller, maybe that is quite right. But let us not 
think of the retailer for the moment. He is receiving, 

I am sure, due consideration every day. But let us think 
Perhaps there is nothing in the world 


about the consumer, 


wrong with it, but let me ask you again. You do not think 


there is some danger of the consumer being taken advantage 


of if there was no question of a determined margin, be it 
Sg or 4¢, something that the Commission - let us assume 
that the Commission found after its survey thet 4¢ margin 


in the city a@ Calgary was the minimum fair margin for the 
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retailer to take - now then you think the Commission 

in its recommendation should stop there and there 

should not be any attempt to see that the consumer is 
protected, or would you say if he is naying 4¢ he is 
being protected, and if he is getting it for 3¢ that 

is just a circumstance, but it is not of any importance. 
Perhaps that 1s your view, is it? 

Vell, is not that the answer, Mr. Frawley, when you say 
you have these regulations, and notwithstanding the 
regulations the dealers are still selling at a price they 
POcle to Sell att | indo not think that any Ger conctmer 
offers any objection to a man with a@ grocery store that 
possibly has one delivery wagon that is running around 
making deliveries in a certain neighborhood to securing 

a lower price that the car consumer is able to secure. 

F do not think the average car consumer has any objection 
to that. I think that grocery man who is running that 
delivery wagon should be entitled to buy at a lower price 
than the consumer, the car consumer can buy for. 

Hnat is to say, should there be classifications and should 
there be grocerymen with trucks or cars, should there by 
any standardization of orice charged to that group which 
might be lower than the ordinary motorist? 

IT think that the more classifications you have, the more 
involved the thing becomes, and the less possibility 
there is to regulate it. In other words, if it cannot 

be regulated today it would be even more difficult to 
regulate it if you had certain classifications. 


Then we get back to where we were a minute ago. You say 
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there should not be any restriction at all. TI just 

want you to tell me then do you see any possible harm 

to the consumer in the retailer being free to charge 

any number of prices, even as between motorists of the 

same volume? 

I cannot see any possible harm to the consumer. If it 

was free for the dealer to sell at any price he wished, 

I would think possibly there would be a benefit to the 
consumer instead of harm. 

LeSCear ALL Lrigcht? 

MR. COMMISSIONER LIPSETT: If a few dealers, Mr. Miller, 
could distribute the gasoline and one required a margin of 
say 4¢ and his competitor in this free scheme that you say 
could sell at 3¢ on an average by giving special discounts 
to some customers and so on, would there be any advantage 

in fixing a maximum spread of 3¢ and in that way confining 
the retail distribution to the most efficient dealers? 

I think the motorist only receives what he pays for. 

In other words, there might be some retail establishments 
that maintain a certain standard of service and services, 
and by so doing are able to control a large volume of the 
consumer business at the full margin of profit. nd then 
Likewise there is the other side whereby there are many 
retail outlets that are not in a position to offer any 
serviceswor facilities, such as the farmer retail outlet 
I mentioned, Therefore on account of and in place of 
giving that service, or services end facilities he thinks 


he should sell at maybe 1l¢g less. In the long run, Bu ert 


averages up. Just as I said yesterday, there are some 


dealers that do not look at the profit angle from the sale 
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of gasoline. They look on gasoline as a leader to 

bring customers to their place of business to buy other 
merchandise and services and take their profit there. 

One man charges a 4¢ spread and gives gasoline plus some 
service, and the the other man takes a 3¢ spread and gives 
gasoline only? 

Plus a lot of service, the man who takes the full spread 
as a rule gives a lot of service. He possibly cleans a 
man's glass on the car and puts water into his radiator 
and inflates his tires and other incidentals, whereby 
another man not heving those facilities he is not interested 
in getting the same amount of profit on his gasoline and he 
sells for less. 

MR. FRAWLEY: The next question is, what 
is the attitude of your compsny towards the steel barrel 
situation? Do you have any suggestions concerning the 
solution of that problem? ‘ell, that has been discussed. 
I put the question to the Witness so that I would like to 
have it in more or less proper order. Have you anything 
you wish to say in addition to what you have already said 
during your evidence with respect to that ? 

No, I cannot add to it.. 


THE CHATRVAN: I think we are clear on 


what your evidence is on that. 


(Go to Page 11,267) 
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te What is the estimated company's per gallon of tank truck 
haulage, both long and short haul, assuming long heul 
to be more than 50 miles, do you follow that question, 
Mr. Miller? 

A vhat is that again? 

Q “hat is the estimated enmpany's per gallon of tank 
truck haulage, both long and short haul, assuming 
long haul to be more than 50 miles, you remember 
Mr. Plotkins was giving us a figure of & cents. 

MR. HARVIE: May I show Mr. Miller 
this ixhibit to see if that is not the answer? 

& That is the answer, 

Q MR. FRAWLEY: Now in connection with 
this question, the company's estimated per gallon of 
tank truck haulage ----- 

MAJOR LIPosTt?; That is the cost per 
géllon is it? 

MR. FRAWLEY: It is the estimated 
company's per gallon of tunk truck heul:ge- 

MRe HARVIE: It must be cost I imagine. 
MR. FRALEY: Yes, he means the cost, 

the per gallon figure, the figure per gallon as 
distinguished frem per mile apparentlye 

v.) We estimate our lowest truck costs are as shown on 
Exhibit "466" but as I said when giving evidence 
yesterday that these rates are for astern %anada 
and as the roads and climatic conditions in Kastern 
Canada are far better than they are in ‘western Canada 


the Jestern rates would be »roportionately higher 
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and I would say at least 10% can be added to those. 

I think the figure which was given to me by the 

77 O11 Company, that hauls from the Cutbank refinery, 
I wish I had it here, it was a per gallon figure and 

I will try te get that and ask you what you think about 
it? 

The figure that is shown on Exhibit "466" is in two 
thousang gallon lots. 

Now then the next question, Mre Miller, is, elaborate 
on third-party leases, the number rents paid and rents 
received, yes, the number, yes, that is right, the 
number of third-party leases and rents paid and the 
rents received; also the same for company's leases, 
now has that information been supplied or would you have 
to furnish that separately now? 

Do you wish ours or do you wish them all? 

No, the first would be, the statement is of your third- 
party leases, the number of them, the rents paid and 
the rents received with respect to each one? 

We have to submit that. 

I have in mind that we asked for that and you have to 
submit thst now? 

We will let you have that today. I might say there 
are very few. 

Then the same information with respect to what he 


calls "company leases"? 


THE CHAIRMAN: Has Mr. Harvie a note of 
that. 
MR. HARVIL: I am making a note, 


Mr. Chairman. 
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MR. FRSWLEY: Then the same ixnformetion 


with respect to company's leases, that would mean 

leases where there is no third party, properties which 

you own, have you some of those? 

fll our service stations are leased, as shown in Volume 2. 
fll of them, all of your service stations you own yourselves 
s0 there is only one lease, that is from yourself to your 
operator? 

That is right but on the statement, Mr. Frawley. in 

Volume 3, as of December Jist, 1938, shows service stations 
that we own outright in the Province of Alberta of which 
all are in the city of Calgary end the city of Edmonton 
with the exception of three, one being at Banff, one 

at Teber and one at Drumheller and one at Medicine Hat. 
Mr. Miller, do not elaborate on that any more, this is 
fine, what is in Exhibit "468" is all right, now what 

is the advantage to the company of third-party and cross- 
leases, by the way, cross-leases, do you know what they 
eall cross-leases? 

Well, a cross-lease is where we 1ease,....... 

From the operator? 

From the dealer and leese it back to hin. 

Heve you some of those, well, if you have ---- 

I do not know, Mr. Frawley, but if we have there may be 
only two at least. 

Li oan. bo -——— 

We will inelude this in this list for you. 

Thank you very much. Now, Mr. Miller, what is the 


advantage to the company of third-party and cross-leases? 
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Well, a third-party lease so far as the advantages are 
coneerned providing the rent that the landlord would 
charge us is sufficiently low enough, it might be an 
advantage to us aS against erecting our own premises 

and carrying the investment ourselves; in other words, 
aman may own properties on which he may build a service 
station that might suit our requirements, where we are 
not located and if he came to us and the deal was reascn- 
ably sound and there was enough potential in the area to 
justify its existence, we would Lease that station and 
treat it in the same manner as if it was a station we 

had built ourselves and re-lease that to a third party 
who would be our lessee; a cross-lease, I do not think 
that ec: sps-leases have any advantage except where we 
might be forced to adopt such & procedure; a cross- 
lease is really another way of a man receiving a lower 
price than the regular tank wagon and that is all there 
PSLGO Wb. 

Yes, now then what is the advantage to the dealer of this 
tie-up by way of leases? 

Cross-leases? 

“Mell first of all the other kind, e third-party lease, 
any advantage to him? 

Vell the dealer, you mean the lessee who would be renting 
the premises? 

Yes, the lessee operating the station? 

There would be no greater advantage and possibly not as 
much to him personally than if he were possibly leasing 
a. station that we owned ourselves except, as I said 


at the commencement, that if the rent that we paid the 
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landlord was very low then we would be satisfied to take 
a lower rent from him and that might be the only advantage 
which could be gained. 

Q Ferhaps what Dr. Frey would like me to explore with you 
is why own any property at all, why not have a relation- 
ship between tthe company supplying the oil and the man 
selling it absolutely at arms length, you simply go 
wherever you can and sell your gasoline, sell your 
products, I rather think that Dr. Frey vould like me to 
explore it down to that? 

B That is really the policy which is being adopted part- 
icularly in estern Canada ana Alberta today because 
as I said. the total number of stations that we have, 
we own in this Provines are 30 and we heve not built 
any service stations in the last yeai or tio years 
pos sitbly in the Province; the policy is, our poliey 
is rather to sell the dealer his requirements at tank 
wagon prices and not have the investment ourselves. 

Q Then let me put it to you this way, and I think this 
will explain it, I am a company seeking to get q footing 
and eStablish some gallonage, so far as your company is 
concerned with respect to properties which you own and 
lease, I would only run up against that obstacle in 
about 30 cases with perhaps an additional two or threes 
cross-leases? 

A That is all, Mr. Frawleye 
Then so much for that. vith respect to the other places 
vhere I would find a dealer selling Be se gasoline I 


would only have to meet, I would only be obstructed by 


ee - 11,272 - 


4&4. H. Miller 


the 100% dealer? 

& You are not oostructed by thate 

Q Because he can go away from you and come to me and I 
can give him a 100% agreement as well? 

B Quite right. he can go to any company by cancelling 
his agreement, 

Q That is interesting anc perhaps we should get that very 
clear. there are no restrictions at all, the Imperial 
Oil Company, you say can go into a Be &#. dealer tomorrow 
ana if he saw fit. if he Wanted to, if his relations 
with you were as they should be I presume he would 
continue with you but if he chote to, he could easily 


turn over to tie Imperial dealer over night? 


A Yell they do« 

Q That is the answer, the answer is "they do"? 

vy Yes. 

Q How about equipment and that sort of thing, there might 
be some Gifficulty about that, he might be purchasing 
some equipment from you and the new man would take over 
the obligation? 

db He would take over the obligation. In some cases the 


opposing company may take that over; in other words, 
the company that, the new supplier, might deem it 
advisable and suggest that we be paid off for the 
balance owing on the equipment and they would re-write 
that over a period for the dealer. 

Q And the other things would be a credit and that sort of 
thing, I would have to be prepared to give him as a good 


a proposition from the credit standpoint as he was getting 
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from your company and so on, those things I mean all 
follow ? 

Credit to dealers is mainly getting down to a one- 
delivery basis whereby we might deliver 200 or 300 

or 400 or 500 gallons and so much lubricating oil 

and he pays cash for all the subsequent deliveries; 

that is what it has pretty well worked into now. 

To what extent do companies finance dealers who do not 
rent company-ovned stations, that follows on from the 
last question? 

Finence dealers? 

Finanee Gealers who do not rent company-owned stations, 
the ordinary country garage man or city man? 

We do very little financing. You megan to help the 
dealer establish himself? 

Well, would you renovete his premises and make his 
premisés more presentable if he became a Be &- dealer 

or anything of that sort? 

You mean at our cost? 

At your own cost. 

NOs Site 

Then would you finance his doing it? 

Vie have done it in cases, yeso 

I wondered ---~ 

He might waat us to assi.t in modernizing, in which cause 
we might make some arrangement. we might let him have 
#500.00 and arrange for it to be paid back over a certain 
period. 

Yes, now Mr. Miller, would it be difficult, if that is not 


included in your brief or in Mr. Bronsdon's, could there 
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be some brief statement made as to what extent there 
has been some financing done in say the last eouple 
of years or as long as you like, without putting you 
to too much trouble and what the outstanding situation 
is? 
1938 to date would do? 
I suppose that would doo 
Yes, we cane 
Now dGdoes the company have a plan for annuities, insurance 
or sick benefit, for smployees? 

& CHAIRMAN: Can you get that? 
Yes, we can get it. 4s I say, we do not do it at our 
own cost but if you would like it where we have advanced 
it to the dealer and he is paying the money beck to us --- 
MR. FRAWLEY: Yese Not: would you just say 
what you have to say. unless you have already said it, on 
the question of annuities, insurance or sick benefit for 
employees? 
We have sick benefits snd group insurance. 
And does that appear in your material, do you know? 
Yes. 
All right, now Mr. Miller, you have ainong your employees 
a service station supervisor or perhaps more than one? 
We have what we call a combined service station supervisor 
and salesmane 
How many of those, one or more than one? 
In alberta? 
In @lberta. 
We have one in the city of Calgary and one in the city of 


Bdmontone 
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Bnd that is all? 

He is our salesman in that city and he supervises and 
assists the lessess at the service stations too. 

and of course you have not any service stations outside 
of Calgary anc idmonton. so those men are confined to 
those two cities? 

They are really city salesmen. 

Now to what extent does he assist, now I will put the 
whole question to you, to whet extent does the service 
station supervisor assist and to what extent does he 


interfere with the independent operation by the service 


station dealer? 


&} 


Speaking for our own man, that is the man we have in 
the city of Calgary and the man we have in the city of 
Bdmonton, as I said, ae is really the city salesmen 
and we treat ouv lessees in the same manner as we do 
the dealer and therefore, there is no interference. 

He is there to hei.p all dealers, whether they be 
lessees or dealers vith their own places of business. 
In other words, perhaps a good instance would be the 
question of the man. one perhaps, does the service 
station supervisor leave the price at which the 

lessee charges entirely to the lessee? 

Definitely. iverywhere in Cenadae 

and he would not suggest to him that he should or 
should not sive a trucking man or the two or three 
truck customers, a better price than the ordinary 
motorist? 

No, sire We will not under any circumstances anywhere 


in Canada interfere with the retail price that our 
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lessee or dealer sells for. 

Q Just following that up, and here is a question I 
intended to ask you the other day; do you think it 
would be wise for you to onerats. to resume operation 
of one service station in Calgary and one in Edmonton 


and establish your own retail margin? 


& Well if we did, I do not think we would do very much 
businesse 

Q You do not think you would do very much business? 

7) No, sire 

Q why? 


If we established a retail market that was higher than 
the competitive prices set by the individual independent 
dealer --—" 

Q No, but what I meant was this, Mr. Miller, you would 
open a retail service station, survey the situation 
with all the ability and facilities that your organiz- 
ation has and sey that the retail margin should be 
3 cents or 4 sents in the city of Calgary, whatever 
you hit on. I @o not care, even if your best judgment 
told you it had to be six cents, you perhaps would not 
get much business but let us assume you would come very 
Close to what they are now operating at and you established 
that and maintained it and all the world knew that that 
was your price, now do you not think it would have a4 
regulative effect, and that is all I had in mind? 

a We tried it, Mr, Frawley. for many years and we found 
that it had no regulatory effect on the dealers in any 


way shape or form: as a matter of fact, where we sat 
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with posted prices our business dwindled away until 
there was not anyo 

) You do not expect then to go back into the retail 
business‘? 

b I will say- Mr. Frawley, this that if we posted a 
price on every service station which we had in Calgary 
and Edmonton that there would be no possible chance 
of having any one else follow that price. 

You could not do it for the present spread then? 
You mean regulate the retail prices? 

Q No, perhaps I did not understand you, if you did open 
a Station. tne spread that your judgment would say had 
to be set would be, I take it, higher than the existing 
Spread, is that vhat you mean? 

4 No, I mean this, Mr. Frawley, regardless of what price 
we posted we would only find a very small percentage, 
if any, of the other fellows following. 

Q The next question, Mr.o Miller, is, what would be your 
idea in the matter of absorbing all rents and taxes 
of the service station operator, that is to say, the 
company, makings the company nothing but a landlord, now 
it seems to me we talked about that considerably yesterday 
and perhaps there is nothing more you want to say about 
that. it seems to be, if I may put it that way, a 
difference in the point of view, my point of view and 
perhaps it is the worst one, is that you should be a 
landlord, snd when you are not, you are bonusing the 


service station and you simply say "it is a legitimate 
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expense on my part because I have to spend some 
money to sell my gasoline there" and does not that 
SMW. UD Uh auword. On docs it? 

Well, as I said yesterday, we naturally, try 

inve Stments we make. and it was the policy adopted 
several years ago, we are supposed to get back our 
overhead without any cost to us but taxes have 
increased and other things in proportion and we 

do not feel justified. at leas* evon if we did 

we could not expect to get a rent greater than what 
permitted the lesses to make @ living and pay a 


living wage. 
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You see, according to one way of looking at it, they 

are @ losing proposition for you to set up. If you 

went to an accountant and asked him to set you up a 
balance sheet and a profit and loss statement, they 

are losing propositions, surely? 

I would not s.y they are losing propositions, lir,. Frawley, 
but as I said yesterday, ourcost per gallon of doing 
business through our service stations in Alberta is less 
than the cost per gallon of doing business through our 
bulk stations. 

There is no use of developing that, as I see, unnecessarily 
at the moment. Now, what would be the attitude of your 
company towards fixing the dealer margin. If you think 
there should be a dealer margin fixed what would be the 
margin. Now, that has been discussed. 

You mean the margin between the tank weggon and the retail? 
mat he calls the dealer margin, between the tank waggon 
and the retail? 

I would say it is absolutely impossible, beoause as I said 
formerly it cannot be regulated and it cannot be enforced. 
And that has been the experience throughout the United 
States and Canada. 

Now, let me put this to you, Mr. Miller, I want to show 
you page 878 in Mr. Meltabarger'’s submission, which deals 
With déaler margins. It is Table No. lla. Now, the 
comment there is that a comparison is made between dealer 
margins in the United States and Alberta and other parts 
of Canada and the question is should it be inferred from 
this Table that insofar as you are concerned, if you have 


given it any thought at all, should it be inferred from 
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this Table that Alberta margins will advance or is it to 
be inferred that alberta distribution is less wasteful 
and consequently has a lower margin than some other 
places cited, or is the inference that duplieation is less 
pronounced in alberta. apparently the nurpose of the 
Table seems to be to show hat the dealer margin in this 
Province is not as high, as large, as they are in certain 
parts of the United States and Canada. If that is the 
right starting point, what is your comment on these 
suggestions. That is page 878? 
Our experience with reference to retail margins------ 
MR. FRAWLEY: i might as well put it in the 
record. It. shows Calgary 4 cents; Regina, 4 sents; 
Vancouver, 5 cents; ‘innipeg, 4 cents; Montreal, 3% 
cents; New York, 4.9 cents; Chicago, 5.3 cents; Houston, 
5.4 cents; St. Louis, 4.8 cents; Atlanta, 4.8 cents; 
Los angeles, 4.8 cents and Butte, Montana, 5.4 cents. 
Then the foot-note says "Because of the great number of 
markets in which gasoline is marketed in the Dominion 
of Canada and the United States, the sbove markets were 
selected et random for the purpose of comparison in view 
of the impossibility of taking all markets. Neither 
Texas (Delaware) nor Texas Canada markets at retail in 
any of the above locations. They do not fix service 
station motor fuel prices. Consequently, the margins 
set forth are assumed margins, that is, margins developed 
from observation rather than from selling experience." 
What do you say about that? 
I would say they are quite correct in that. Our experience 
is that where there is large potential in a concentrated 


area the dealer is generally able to sell at a lower price 
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because of the volume he is able to secure. “le find where 
retail outlets are established by tine dealers on main 
arterial highways away from the main centres by giving 
service mainly to the tourist that man has to have a 
greeter margin and does secure a wider margin than the 
dealer I mentioned formerly. 

What would you say then, that the dunlication was less 
pronounced in Alberta than in some of these points where 
Uley shave bieser margins? 

Duplication of ovtlets? 

Duplication of outlets, yes. You seé, some person might 
say---- 

MR. HARV IS; rethink if vou wid) Pepenia 
tTead the question and analyze it, Mr. VYrawley, it will 
BSsist, 

MR. FRALEY: Some people may say "Why should 
New York City have a dealer mergin of 4.9 cents as against 
Calgary 4 cents. snd Chicago 5.45 cents as against 
Galgary 4 cents. That is a rather remarkable situation. 
MMe Cine themcacse OL Néw York or some of ties ther 
larger centres, such as Chicago, that is really governed by 
the economic factors. For instance, properties, taxes 

am cost of operation, I would imagine in those centres, 
are far greater than they would be anywhere in the 

FrOVi Nee (OT erta. 

But there is a tremendous volume through those service 
stations? 

A tremendous volume, and there is a tremendous number of 
outlets to take care of that volune. 


That is just the point. assuming now that the figures are 
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correct; assume there is a margin in Chicago of 5.3 
and in New York City of 4.9 as against Calgary's 4 cents. 
Assume that to be so. What is your best opinion as to 
what is causing it and then the alternative suggestions, 
first of all should it be inferred thet the alberta 
margins will advance, thet they are too low or is the 
alberta distribution less westeful and consequently has 
&@ lower margin than these other placés, or thirdly, is the 
duplication less pronounced in Alberta. What are your 
views on those alternatives? | 

A Take Canada as a whole, I would say that the retail spread 
of the dealer should be between 3s cents and 5 cents per 
Molvole, 2 Say 0 cents should be The’ maximum. 
How about Alberta? 
THep applies in Alberta. too. 


You would not care to segregate Alberta, what do you think 


A Personally, I think thet the margin in Alberta is as Low 
as it should he. 

Q NES, (PL Ge Ube enough, slat sliepight. so tar as 
you are concerned, eo far as the upper direction is 
concerned? 

MR. HaRVIZ: sHLChy merein, the 4recn ts sor 
the 3% to 5 cents? 

MR. FRTORY 3 The 4 cents in Alberta. I do 
not know, I must confess that when i'r. Meltabarger was 
PULP ie wihebwinel did not. see the significance of 20. 
DVaiG not realize there wes a 5.6 marein in the City of 
Chicago. 


A Of courss:,-you have to keép in mind, Mr. Frawley, that a 
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great number, no doubt, of the outlets in New York and 
Chicago are purely outlets that are selling gasoline and 
oil, whereas within the Province of alberta the majority . 
of the gasoline sold to the consumer is sold by retail 
outlets that are either in the form of a garage, a 
restaurant or, in other words, sell additional lines and 
have additional facilities for making repairs, eto., and 
they derive a profit there and thereby they decide that 
they can get by on a 4 cent spread as far as gasoline is 
concerned. 

Not 4 cents. 4 cents is the top. But there is this 2 
cents to the truckman and 24 cents to the steady customer 


and all these things you have talked about and that I have 


heard about, and I know something about. «and then in 


4dmonton it is 4% cents, as you know? 

I do not know what it is in Edmonton because I do not 
bother keeping track of the retail prices anywhere in 
Canada, because we do not try to control the retail price. 
I think a margin of 3% cents to 5 cents in Canada is all 
right, depending on the area. 

Yes. I wish Mr. Macleod were here put really in the 
City of Calgary the margin for the undivided dealer is 

4% cents, is it not? 

You, Rave 4.°.Genus' tiere. 

That is really not right. 

I do not think you can say it is 4 cents because, ag I 
said before, there is no such thing as a retail price ,of 

1 cent. 

Well, I do not know, but I think that the Commissioners and 
myself can tell you - we will go over all that again - 


but surely we know that the retail price of standard 
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gasoline would be in your service station across the 
street, which is bie nearest one, or the Imperial across 
Heres ise Cents including tax? 

It might be. 

Well, however, we will have some of these men? 

EVO somes a pOSsed FO be still say it varies, 

“We will have to investigate that and have some of them up 
here. But all of these remarks should be put to you on 
the basis that the undivided dealer margin in Calgary is 
4% cents and not 4. 

MR. HaARVIB: He says right inpthere they 
are all assumed. 

MR. FRAWLEY: Yess. that Ve inieierce. 

MR. COMMISSIONER EIPSeaT?t: Is that Chicago spread of 

5z cents, is that wine gellons or Imperial? 

nate aS wine gallons, Sir, in the Biates. 

MRe HARV Ih: This has been adjusted to 
Imperial. 

Dive. bee perdon, 

MA. TMaRV lis Undivided dealer margin per 
Pimper igl gallon von nogse brand) easoline. 

AS (i. Hurvie just Seid, these are assumed vrices and 
the only reason they are assumed is because there is no 
DUCK is eon oe re pall orice 

MR. FRAWLEY: Here is the "National Fetroleum 
News". )it is a shame to be taking so much time about this 
Ce STOO ceume morc tO. “i ftiis the 28th of June, 1339, 
Exhibit "464". The Standard Oil of ‘Indiana shows---- 
wells Deahead better not delay about that. 

THE CHsarRMAN: DVGwSUewer iS wou iwe oer nl te 


witness says there is no such tiing in existence or oanable 
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of being put in existence as one uniform price for a 
retail orice. 

MR. FRAWLEY: That is as to that. 

TH: CHAIRMAN: Then Wns says Lhe we ware lookin 
for the ideal, which we might never attain to, thet the 


maximum spread should be 4 cents in Alberta, as I understand it 


MR. HARVIE: 34 to 5. 
A That was for Canada. 
THE CHAIRMAN: What about alberta? 
A 4 cents, Sir. 
Q MR. FRAWLEY: We Will Reve to%eoeinto ac 27 


we have to bring up some witnesses. But I can quite safely 
make the statement to the Commission that there is a 
dealor margin in the City of Galgary to-day of 44 cents. 


There is no question about that. 


MR. HARVIE: There is a question: 
THE CHAIRMAN: The witness questions it. 
MR. FRATORY: Then the next moment he says 


"i do not know what the Calgary service st@tion price is." 
TH! CHAIRMAN: like Hiller!’ Ss peing  isvines 
John Smith may go in there or you or I and get a fairly 
unifomisprice.fromythese service stations,.but) that special 
rates are given to people wha seek them out and whose 
business seems to justify it all on the principle that if 
the dealer does not deal with them on that basis they will 
go somewhere else. So he takes what he can? 

te Tie is sdone everywhere sin Canaday Sirs, todo mot think 
there is an exception. 

Q MR. FRALEY: HOoWmach doéea it cost ver gallon, 
on the gallonage through service stations, to maintain 


eredit card service. Have you got that information 
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available or can you put it in later if you have not got 


it now? 


That would depend on the volume of bus ness a company can do 


and the facilities naturally in line with tht wlume. Our 
experience in the credit card business is young. In other 
words, we have not done it very long. Therefore, we cannot 
give: you. 4a figure as to what ‘our cost is on that. It is 
just done in our general accounting. tf you caliyr. 
Bronsdon he might give you a figure on the gallonage basis 
of the cost of credit card service. 

We might get something from Mr. Bronsdon. <All right. «re 
commission rates to bulk plant oper.tors the same? 

Yes. 

All the same? 

Yes. Our rates of commission are printed on our agency 
agreement form as Submitted in Volume l. 

The Texas Jompany, you see, told us that they td various 
rates. But you have not got that system. You have the 

same rates? 

I think ‘their operation is different to ours, Mr. Frawley. 
The commission rates are on the yellow agreemamt. 

Does the company feel that distribution of gasoline through 
service stations is sufficiently adequate to justify no 
further licenses by the Province? 

Company-owned service stations? 

No, any. Does the company feel that the distribution of 
gasoline through service stations is sufficiently adequate 
to Justify no further licences by the Province! 
I would say in the Province of Alberta they are. 

MR. HiRVIE: VYould that inelude new points? 


4s I said yesterday----- 
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MR. FRALEY: You must think about your 

new system. 

THE CHAIRMAN: Yes. 

48 I said yesterday, unless it can be shown it is required 
by necessity or convenience. Mr. Frawley is referring to 
service stations, are you not? 

MR FRAYVLEY: Just service stations. I suppose 
we could include’ in Dr. Frey's question any retail outlet. 
Does the company feel that the distribution of gasoline 
through service stations - and let us say through service 
stations or other reteil outlets is sufficiently adequate 

to justify no further licences by the Province? 

I think that Dr. Frey is referring strictly to retail 
outlets whether they are service stétions, garages, hot- 
dog stands or restaurants or anything else. 

Thay 16 right. Uhey are retail outlets, ‘that would you say? 
I would say they are. 

dust there; we will be fir to you. If we edited that 

by saying through retail ontlets even though they be 
combination retail and wholesale outlets what would you say? 
So USbiGe ir rer tey., in my ‘evidence, so farses 
distribution, wholesale distribution that is to the farmer 
in, Alberta, that there is not sufficient. We should nave 
twice or three tines the amount of distribution that you 
Havyerat rahe present t ime « In other words, on your map 

you show 1095 wholesale outlets in the Provinee of Alberta. 
I say that you would be better to huve, of the type we are 
now installing, possibly 3,000. Having in mind the 
majority of those are being erected where there are now 
TEetHL LL LoGils tiles . 


That is, you oan keep to your answer by simply erecting 
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is he tL LOT 
your combination units where there is slready a retail 
outlet? 

A Quite right, 

MR. COMMISSIONER LIPSSTT: I think, Mr. Miller, you did not 
get an opportunity of enswering or giving your views as 
to & point Mr. Frawley mentioned to me in reply to a 
question about these licences. It comes up under this 
particular subject now. Muy not the position be that 
the Government's hand is being forced to give additional 
licences by this policy of the larger companies having 
an undivided dealer who cannot handle the products of, as 
Mr. Frawley pointed out. some of the smaller or newer 
refineries. If you insist on the undivided dealer, is 
not the Government almost compelled to grant licences to 
any new refinery wanting an outlet for the product? 

A I do not know, Mr. Commissioner, whether that makes a greai 
Geel OT dL oIereucerwe Gt indaune > the majority cr new 
Gustomers, and that applies particularly in the Province 
SOPH perta during etiewleass three or. four years; are dt 
Selling their commodity at a lower price than we are so 
that the dealer is not handicapped by stayihg with the one 
Pompany yo secuvenunesecxtra J cent. In other worge, 
where our dealers have bought or might be buying from us 
we will say at 15% cents, they had lots of offers by 
other companies at lower than that price; So if he went 
to that company he would make more money than he would 
make by buying from us. 

Q That is assuming, of course, he sold the same volume. 
Butilewm we put ahis case to you, “ir. Miller. «Take a tom 


where you have two undivided dealers, say one Imperial and 
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As iH. Mi tier. 
one British american and there is obviously a good will 
for the products of both companies, and the dealer has 
a large market for each of those two products. MThere 
comes then another refinery such as Mr. Frawley has 
indicated and he wants to get some outlet in that town. 
Obviously, it would not pay either of the existing dealers 
to give up the 1 cent on their large volume in order to 
handle his new product. Has the new refinery any 
alternative but to go and try and get a licence from the 
Government for a third outlet and set up a third 
distributing point in that village. MVYould it not be 
better for both of the larger companies and for the 
consuming public that one of the two existing dealers 
should be allowed, without the less of his discount, to 
handle the smail quantity of this new product that might 
DermLeouired, 2 the ClSstrian + 
Wells as I say, 2f 4 man goes into the refining business 
there are two things he has got to do before, or he should 
Go veLlore le erarts to build a refinery. One 2s to ve 
sure be nas’ a scurce: of supply of raw material anc The 
other is to be equally sure that he has distribution 
for that material when it is refhned. as far as our policy 
is concerned. if we are not in a town and. we find two 
undivided dealers that you mention, and we would like to 
go into that town, we are not going in there to make an 
investment unless there was big enough a potential offered. 
We will stay out of that town until some other dealer 
might decide so become a. retailer of easoline or uniid 
such time as one of those divided dealers felt that he 


would like to change from the present supplier to us. 
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as Hi. Miler. 
MR. HaRVIE: One of those individed dealers? 
Yes, one of those undivided dealers. 
MR. COMMISSIONER LIPSETT: Just following that uv. Supposing 
a third dealer in that town decides he would like to go 
into that business because he thinks there is a demand for 
BeoAs O1ly Or he Gan build tip & business * for it," heen tae 
to go to the Government and get a licence and would it not 
be proper for the Government to give him that licence, 
the other two dealers being tied up? 
He has to get a retail “licence, but TP would’ hook! Toe! me; 
as I said starting out, that the main restriction should 
be Tirst of all as to wholesale licences. 
hat iS «another angie that Io was rather coming to; bub 
just at the moment on the retail end that we have been 
discussing, gould your opinion go so far as to say that 
the Government should refuse this third retail dealer a 
licence and keep your product out of that village just 
mpecause tie other two existing dealers are tied up with 
these undivided contracts? 
NO, Sir; but Doahigk that is regulated in this manner: 
4S I seid a few days ago, that if the equipment was loaned 
Oy the Oil industry, that is the retail equipment; you 
would have a tremendous number of new outletw which were 
unwarranted. In other words, if a man running a refreshment 
booth or something like that on a highway, and the pumps 
were loaned by the industry, the first thing he would want 
was a couple of pumps although he would not have a big 
business when he got those pumps in. Under the existing 
policy of the industry whereby the equipment is to be 


bought by the dealer it more or less regulates the number 
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of new outlets that ere installed, not only in that 
particular town you speak of where there are two undivided 
dealers and the third dealer thought he would like to go 
into business where it could only be possible if he oould 
get his equipment loaned. It comes to the fact of having 
to pay for thet equipment and he sizes up the situation 
and wonders if there is sufficient potential to warrant 
that unvestment. Therefore, that pretty well restricts 
and controls, or it has helped to restrict and control, 
HUNeCesaary Level leticences., | but. 1f we Start, Dist wne 
licence regulaticns were enforced on the wholesale end of 
ities tor eas your wholesale Jicences are concerned taluk 
that vou would cut down considerably the unnecessary 


locations. 
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AJOK LIPSETT: I would like you to think 
of the wholesalers for a minute, but just at the moment 

I was rather putting to you the net results in the cir- 
cunstances which we have given of these 1,000 of un- 
aGivided dealers, and that you wish to put your products 
ln, assuming that all the arrangements were nade for the 
capital outlay of the equipment and everything like that, 
do you think that the Government would be right in saying 
“Well we are not going to give a license to that partic-~ 
ular village or that particular dealer, your dealer", and 
in that way you would be kept completely out of that town? 
I think you would be within your rights,ijr. Conmissioner. 
THR CHATUAN : what do you nean by that? 


He could leave us, if he wishes to, and go over to the 


Other nan. 


MuéeOR LIPSHTT: iio, that is not the point, 
two men are established there, the Imperial anc the 
Texaco, they do not either want to leave but you want to 
go into that village and you have a man willing to go in 
there, you have made all the arrangements for your capital 
and your equipment and you go to the Governient and ask 
for a license for that third man and does your view go so 
far as to say that the Governuent would not be justified 
in giving an extra license for the bse w- to go into that 
town, assuming sufficient potential and everything satis- 
factory? 

The company does not make applications for the license. 
L.AJOR LIPSHTTs Your dealer’ 

tte, FRAWLEY: You go along with hin or 
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q MAJOK LIPSiTT: Your prospective dealer? 
x3) I do not think I can add any more to what I have said, 


ire Commissioner, than I have. I think that the licenses 
should be governed by necessity and convenience so far as 
retail service is concerned; in other words, if that 
dealer can justify the existence of another retail outlet 
then I think he should get the license but if there are 
sufficient retail outlets in the place at the present 
time then he should not be granted a license. 

Q Well is that not rather a little different point. iur. 
liiller, there may be sufficient gasoline in the district 
and I have no doubt that there is with the two dealers 
there but there are a certain number of the public that 
want the B. A-'s products and there is no dealer who 
handles it there, but you have made arrangements for a 
dealer and everything else has been arranged, do you think 
that because there are two dealers there already, that the 
Government should refuse a license to the dealer that 
wants to handle Be Ae products? 

A I think they should if there is enough there. 

Q well then does not that involve you in this, if the Govern- 
ment were to say that "We do not think there is any neces~ 
sity for the B. A.» products’, whatever the consumer may 
wish", if there i8 enough Texasgo and enough Imperial in 
tlle town then at the moment, would that not be a very 
arbitrary, a very strong position for any Government to 
take? 

A Well as I said, Mr. Commissioner, if it was governed by 
necessity and convenience I think you will then be able 


to regulate the licenses to the satisfaction of all concerned. 


a 
4 


“ end 
Cail 

. 7 + 

she 

Sie 


‘ 

- = 
44 
ees 


ay 


\ 


a 


= a 
aoe 
3 bay, 
t e 


rere Pte o 
ore a . 


ro as 
= 


Ae re Lee 
~ 11,294 ~ 


C5 

3 

& veLl now just coming, leave that; wre uiiller,. and go to 
the wholesaler then, I take it when vou have a wholesaler 
or a jobber that you get to handle your products. then you 
are not prepared to give him your best terms if he is going 
to take on the products of Nir. liayland's company as a whole- 
saler ox jobber; unless you agree to him taking on these 
other products, is not ur. siayland in exactly the same 
position, that he wilt get a jobber or a wholesaler to 
handle his products, if he is going to get them into proper 
retail hands, unless there is free permission to all dealers 
and to all wholesalers and to all jobbers to handle all 
these products on equal terms, is there any alternative but 
for the Governnent to give the necessary license, the 
wholesale and jobber licenses? 

A As I said if there is going to be any restrictions I think 
the restrictions should be on new comers; in other words 
new people entering into the Province. 

Q Does that mean a new refinery? 

& New refinery or, that is providing they are new comers to 
the Province, I mean this, mr. Commissioner, that we will 
say that another company, we will say possibly from the 
United States, decided to invade the Canadian territory 
and they have all the capital at their disposal to do it, 
there is where I think the first restriction should be 
made, if any restriction is made at all. 

Q THE CHALIWIAN: You say what you have been 
speaking about in a single town is just an extension of 
that principle. there are two companies there already, 
they have got there first, they are adequate to serve 
the needs of that whole community, they should not be cut 


down and the community loaded up with service stations that 
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will only provide another outlet to sell anotner product? 
Ai Not unless it was necessary and convenient. 
Q. That isa product that your people or anvone else there is 


not selling? 


A That is right, sir. 


q The principle of the beer parlour license? 

A Yes. 

Q wae FRAWLAY: Then do I understand you to 
draw a distinction between the United states and native 
sons! companies? 

A Not necessarily, i:ire Frawley, but there has been s0 much 
said about the duplication of outlets both retail anda 
whole sale-=-~ 

Q TH2 CHA Tua: You have been harassed on the 
one side because there seems to be too many and on the 
Other side because you suggest that the ber should be 
put down and let everybody in? 
wRe FRAWL AY: You have to be consistent 
though, isv> ziiller. 
wie HARVIE: It is the Govermie nt though 
which has to be consistent. 

WR. FRAVLoY: ife have at the moment ur. 
tuiller's views in which I am very interested and you did 
say that new comers, new cosers, you hinted that, and I 
suppuse there is some point in that, now is the Lion Oils 
and the Gas and Oil Products and the Becker Oil Company 
included in that,or is it only the Standard O11 Company of 
California which we have heard a lot lately, being a new 
comer? 

A I suppose the Standard Oil Company of California would be 


definitely a new comer. 
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and they are definitely in here? 

Yes, they sell about 100,000 gallons a year. 

And the Shell Oil Company is here too, up in Jasper but 
those companies are the ones you meant, the Shell and the 
Standard Oil Company of California; then is there to be 

a difference of policy for the native companies, that is 
the point you know, and I would like to have your views 
about it? 

I would like to say this that, speaking from my own per- 
sonal view in the matter, that I do not think there should 
be any regulations of any kind. 

Oh? 

I think we should have open, free competition. 

The survival of the fittest? 

And if you have that any of the conditions, or baad con- 
ditions which might exist, will eventually be taken care 

of automatically. 

Now I do not suppose :.ajor Lipsett wants you to get away 
from his question entirely, you said 4 morient ago in that 
instance of the British American dealer wanting to start 
ine town, get in a town, that he should have to be just 
kept out. Wow is your best and final opinion that there 
should be no regulation and no restriction, just a license 
for all comers? 

dell I think industry is better off without any regulations 
unless the regulations which are wade are fully enforced in 
their entirety. 

THit CiATIOAN: I think the witness is 
not inconsistent. He said "wipe out regulations because in 
the wiain they cannot be enforced", but he is not departing 


fron the position, that licenses should be restricted, as I 
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understand it, licenses? 

A I think licenses should be restricted if regulations are 
there to restrict then. 


tAJOR LIPSETT: You would have a licensing 


Ly 


system without any regulation about it and you would just 
pay “You can enter this business on payment of such a fee 
if it is thought wise to give you a license", and if you 
didn't have a license to operate you couldn't operate. 
iuRe FRAWLLY: I do not think the Chairman 
was going that far but I would like to know. is that what 
My. luiller calls regulation, what do you say about that, 
lire Miller? 

a we have had experience with regulations in the i.aritimes. 

Q TH CHA Lua: You are speaking of regulat- 
tons in a uniform retail price? 

a There is not one regulation down there that is not being 
violated é@very day in the week and in many hundreds of in- 
stances.» As a matter of fast they have regulations govern- 
ing licenses down there and which have not either been en- 
forced, resulting today ina traffic, a trafficing of 
licenses; in othey words, they are being peddled, you 
might say, to the best bidders. 

q THE CHATRWAN: Just like the old hotel 
liscensihg system in the days gone by? 


A Yes. 
MRe FRAVLIY: They transfer milk quotas 


under the milk situation but let me understand this, as 

I am interested in it and perhaps the Chairman is, when 
you say "regulations", do you mean a licensing system plus 
some collateral regulation such as rules for the carrying 


on of the business. 
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well I said industry would be better off without any reg- 
ulations unless they can be properly enforced. 

and he also jieant that that industry would be better off 
without any licensing at all, do you want to go that far, 
I want to be clear as to what you mean. i.r. iiiller? 

THE CAL Al: In other worcas, putting it 
this way, I understand you to say that it would be the 
part of wisdom to prohibit wholesale licenses, licenses to 
carry on the business of a wholesale outlet unless under 
circunistances which seefied needed by the public? 

Yes. 

Now do you naintain that position that that can be accone- 
plished? 

iL do, i:r-—Ghairuan. 

Then you say that the person being licensed, these persons 
who are licensed. should be allowed to carry on their bus- 
iness without restrictions by Governuental regulation, in 
short they should be allowed to carry on a competitive war 
in any way they like, which is within the law, and there 
should be no regulations about them once they are licensed, 
they should be free to do business in any way they like 
and at whatever prices they liked? 

That is right, tir. Chairman. 

THE CHA TiiAn: That proposes a clean=cut 
distinction between the issue of licenses or the use of a 
licensing system to prevent an undue number of outlets. 
luke FRAWLLY: Yes. 

THis CHALE» Wil: And controlling them once 


they are licensed. 
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Mie FRAWLEY: Then diy Vaiedler, jaotake 16% 
you hold to the necessity of there being a licensing 

sy stem? 

THE CHa Tia N: To prevent there being too 
many? 

Ido. I think tht licensing system should be enforced 
but I not think there should be any other regulations. 
That is clear. The Chairman has made that clear with 
you, so then you hold then, I take you feel there should 
be a licensing system and you think that should be aad- 
ministered carefully and cautiously, that licensing 
system? 

More so than they have today. 

THR CHATIAAN: The necessity for the out- 
let before the license is granted. 

WITH ESS ; Yes, that is it, 

ike FRAWLEY: You surely do not think the 
Government can draw any distinction, do you, or do you, 
between what you call a foreign company and what I call a 
native slberta company? 

I think that you have got the regulation there. as lir. 
Chairman suid, and it should be on a@ merit basis, is that 
not what you suggested, mre Chaixmant? 

THE CHalic.aN : Yese «as I understana the 
witness on that point you now are asking him about, and 
correct me if I am wrong, he is aot drawing any distinct~ 
jon between corporations which are foreigin or Canadian, 
but he says you have an area served by certain outlets, 
VWholesale ourleta and before you Let in any more--«<~ 


MRse FRAWLEY: Of any kind. 
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THE CHATRiiAN: Be they Canadian or United 
Btates or froma Sweden, it does not matter. but you should 
not allow more in than is needed by the Community. 
MR. FRAWLEY: That is what you say? 
ixactly. If that regulation is enforsed I think it gives 
the industry a chance to maintain the services necessary 
to the community and to market possibly more economically 
than they are today. 
wAJOR LIPSiTT: Well now just following that, 
where would that bring us, lir. iwiller, what was passing 
through my mind, and I want to get your help on it, you 
haves arrived at the stage where you now have only wholesalers 
and retail outlets we will asume and assuming no more 
should be granted, does not that involve that those exist- 
fe channels should be allowed to handle the existing bus- 
iness also, in other words, should not the existing whole- 
Sale and retail outlets be allowed to handle the products 
of these other refineries that tir. Frawley has mentioned 
in addition to the products of the two or three major 
companies? 
Peach for. speaking personally for our company I would 
have no objection to the authorized buyer's agreement being 
discontinued and the dealer being sold at tank waggon 
market and we will sell our merchandise on its merits, we 
will take our chanzes with anybody else as to being able 
to create that sonsuner demand for our products to take 
care of the sales we wish to make. 


That would eliminate the undivided dealer? 


Q 
A Yes. 
Bi og “spe ne 5 
(e THe CHA Tus N; Of course assuming that the 


statutory olauuse or condition in all the contracts was 
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eliminated and that your competitors are all on the same 
basis, I suppose? 

That is right. 

That they cannot prevent anyone by contract fron selling 
anyone else's goods, I suppose you have some such thought 
as that in mind? 

inAJOR LIPSETTS I did not have any views on 
it, tir. ijiller, but I was very anxious to get yours e~ 
cause the difficulty that we might all have to face or 
should face may be one connected with that? 

I think that would be quite satisfactory, iir. Commissioner, 
and particularly if the licensing regulation is enforeed 
or if good judgment is used in the future issuing of 
licenses. 

wiRe FRAVLE Y: Of course you realise what 

it means, so that there will be no doubt about it, it 
means if you applied that rule of convenience and public 
necessity, I do not suppose there is a place in the 
Province of Alberta where another one single more wholee 
sale license would be required? 

You might be right, tir. Frawley. 

There is not a place where public convenience and necessity 
would require the granting of any further wholesale licenses 
or retail for that natter? 


kxcept that I do think that in view of what I have stated 


here, that there is a greater service to the farmer cone 


munity which can be given tha: you have today with the 


existing—<-~ 


wuRe HARVIL: You mean with your new systen? 
Yess You cannot get away from that, ir. Frawley, I mean it 


is perfectly logisal. 
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THE CHATHLAN: urs Frawley suggests, as LI 
gather, that the two are inconsistent. Well we will go 


back at it in a few minutes. wWe will rise for fifteen 


minutes. 


(An adjournment of fifteen minutes was here taken). 


(Somuomo sce Le 605) 
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MR. FRAWLEY: I have no further questions 
to ask Mr. Miller. 

THE CHAIRMAN: Vell we suggest that 
Mr.Miller give throught to the suggestion JI think the 
implied suggestion at least of Mr. Frawley, that there is 
inconsistency between your opening up of these new outlets 
to serve the farmers of which you. speak and the with- 
holding of licenses where the demands of the community 
about the towns do not seem to ustity, at least do not 
seem to need any outlet. How do you feel about that? 

Is there some inconsistency in there or not? If not, 

how do you stack them up? 

& I thought I covered that regarding the question that 
Mr. Comissioner asked relative to the discontinuance of 
the authorized buyers arrangement inasmuch as that 
undivided dealer would then be free to put in the product 
of the other companies that might now be operating. Is 
that what you want? 

Q MR. COMMISSIONER LIPSETT: Yes. It 18 &@ very dirFriouLt 
picture to get logically, Mr. Miller, and I was just trying 
to raise it so that you could perhaps give it some further 
thought. Naturally as far as I am concerned and I have no 
doubt the Chairman too, I would be glad to get any help 
that I can from you? 

1% is & ditficult thing, Nr. Commissioners 

I can see your suggestion thet some statutory clause 

in all contracts that dealers might sell everybody's 
products might have a sue ested effect, and i conse= 
quently appreciated the point that Mr. Frawley was askine. 


He said, is it consistent to keep down the number of outlets 
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in towns with your proposal to increase the number 


of outlets, even though they could sell everybody's 


products? 

“ell, Mr. Chairman, when I made that reply to Mr. Frawley 

I did not do that from the standpoint of any selfish 
motive, 

No there is not suggestion of it? 

I just want to mention that because I am quite sincere 
when I say from the observations and the analyses we have 
made of the “estern marketing requirements, that greater 
convenience would be afforded the farmer, looking to the 
NEXG ven years, Menetetnere is today. In other words, 

i do not think that it is giving the main producer of this 
“estern-country the same opportunity as the ordinary car 
consumer or truck consumer has today to stay with the 
present Porm sotea sirripution. And I think that he is 

USE aS MUCH Ssntiutiea to as much convenience as the car 
consumer receives in this province for his operations, 

and as I mentioned formerly in my evidence today regardless 
af free delivery being in effect and regardless of the 
existing distribution as we have it today, 1,055 wholesale 
plants, he is sonsiderably inconvenienced. Quite true, 
that is not so much adjacent to Calgary or adjacent to 
Fdmonton - and that applies more particularly to Calgary 
but when you go outside into the more scattered areas and 
to think thet man in the future is going to buy less than 
hemie diow, cnem it should be made readily evailable for 
him at the wholesale price so that he is not inconveni- 
enced by having to go as I said the other day, from 10 to 


25 miles when he requires some petroleum products. This 
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new form of distribution of ours makes that nossible 
and it makes it possible without increasing the cost 
to the consumer or increasing the cost to our company. 

Q ME. FRAWLEY: Vell MP. “Millery your 
propnsition then is that the farmers in Alberta are not 
sufficiently served. In other words, just perhaps the 
opposite to the uninformed opinion of the man on the 
Sstreet,,tne ordinary citizen. That he-is not too, welk 
served. You see, you take the Stettler area on your map 
Which is part of Uxhibit "442". ‘ie know where your 
stations are. But every railway station in this green 
irregular-shaped erea which you now call your Stettler 
district - I wish my map was not away being corrected at 
the moment - every railway station in the Stettler area 
and perhaps some additional points off the railway have 
bulk outlets for petroleum products? 


At the present time? 


Yes. I am saying that. Is that not so? I have to put it 


to you that way? 
A I do not know. I herdly think. thet is so. 
Q Along the line from Stettler to Coronation there is - 
it is a very well-known part of the province, we have 
Botha,, Gadsby, Halkirk, Veldt, Castor and Fleet? 
A I would say - and this will have to be cheoeked, of course - 
but knoving the area as I do I do not think there will be 


any wholesale outlet at Botha. I do not think there would 


be any at Healkirk or Veldt. JI do think there would be one 


at Gadsby and Castor. I do not think there would be any 


at Fleet. 


Q Well, you see, it is UNTortunateccssscces? 
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A But what I maintein, Mr. Frawley, is that the wholesale 
distribution only to the farmer. 

Q Yes? 

Is that would be better served, the Stettler area, if 
there was wholesale facilities for the farmer in every one 
of those points. 

Q MR. HARVIE: Let me get that. There 
would be no question there would be a retail outlet in 
those three points you mention? 

4 There might be, but if there is, I think there would be 


possibly only one very small one, 


Q Your suggestion is to add to that your wholesale facilities? 
Yes. 
MR. FRAWLEY: Of course, Mr. Chairman, 


that was the original purpose of the map. It will show the 
over-all picture of the whole of the province and then the 
Commission - I am going further and filing a statement 
showing the nature of the facilities at each point, the 
number of tanks whether underground or overhead, and tlie 
capacity of each tank, so that you will have in map form 
all of the information, and then Tf wish that you would, 

Mx. Millers. see a Well, the Commission will just be 
aple to pay... atd 1 also have to file with the 
Commission some population figures on a map broken up 
into municipal districts with the population of each 
municipal district and each villagé and town, so that the 
Commission will be in as good a position then as any I 


take it to come to some conclusion as to whether or not 


the bulk facilities in the rural parts of the province 


were adequate or not? 
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I think your chart is good there, Mr. Yrawley, if you 
take a map of the entire province, and you plot in on 
that map the exact locations of the 1,035 wholesale 
distributing plants of whatever forn they may be - and 
they all vary - on there you will then see as T have 
pointed out thet notwithstanding the fact you have 

1,035 wholesale nlants that they cre located in such a 
way that lnconvenience to the farmer still exists. 

Yes? 

And I think if you take that map and you take the total 
number of towns, which they must be, they must be towns, 
which would be 1,035, and then take your number of farms 
end the mechanization on those farms, that is also avail- 
ebte. you will find that there are many areas Over” “tne 
entire province, possibly with the exception of in elose 
proximity to Edmonton or Calgary, where the farmer is 

es Il say at certain times of the year having ta)¢go Trom 
DomLO 2Oowmi les for pack =n Halt a drum Orronem a ruber 
gasoline, which half drum or drum of gasoline would take 
eare of his particular mechanized operations for a period 
of two or three weeks. 

Mr. Miller, you have done a lot of work, a great deal 

of work for which I am very anpreciative. But you have 

a lot of staff available, and I wonder would it be just 
too much to ask you to take one of those areas, one of 
your own areas or an ordinary rectangular vrea, take one 
of your own areas, because that indicates you have given 
it some thought, or two or three areas, and plot that 
area with all of the stations, who operates them, what 


the facilities ere, and then superimpose upon that the 
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lack of facilities that you Say exist with a suggested 
Station here or there which you think would be recuired 
to adequately serve the district, whether it hanpens 

to be one where you are going to put in a Plenty or not, 
If that is presented in a crystallized form to the 
Commission, it might be useful? 

If you will furnish me with the towns as you have them 
now showing the number of companies that are in those 
towns together with the totel, I will be very pleased to 
take a map and paint a picture on the map for you and 
show you the tractor registrations and show you the farm 
registration and the acreage, which as I think will 
properly show thet on the cash and carry plan, which in 
my estimation has got to come that the farmer is going 
to be more inconvenienced inthe future than he is today, 
unless there are these wholesale facilities for the 
farmer. 

I think that would be very useful and then you could 
come back, you could come back yourself or send somebody 
to present it, and call attention to these things that 
perhaps would not go on the map. I think there is erest 
value in heving a map picture of these things? 

If we prepare that as we are also going to do the picture 
covering the State of Montana, if possible, I would prefer 
to submit it in person. 

To come and do it yourself? 

Yes. 

All right, Mr. Miller, thanks. 

THE CHAIRMAN: Of course, I was going 


to say at some time - perhaps it is not precticable - 
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QD 


but at some tine we will be very much interested in 
your general views as to what the Governement could do 
in Alberta that wnuld help this industry. I keep 
repeating that because I think it is of importance, 

and I would like the thoughtful consideration of a 
company whose personnel have given a life-time to the 
business and might bring a lot more wisdom to bear upon 
it than we could without assistance of that character? 
I am sure, Mr. Chairman, I will be very glad to do that 
at the same time we submit the Montana picture and this 
Provinee of Alberte distribution that I refer to. 


That will be very nice. Thank you. 


MR. FRAWLEY: Thank you very muoh, 
ir Miller. 
Mis COMMISSIONER “LIPS®TtT: I do not know whether 


this is a matter that you would have any personal 
Knowledge of. We have had @ generel picture that most 
of your lubricating oils are imported? 

That is right. 

Into this previnee from some of the States and, 

I supnose, from other refineries. Is that due to the 
nature of the Turner Valley crude oil, or is it because 
the existing refining companies have not put up in this 
province a nlant? 

I think I could best answer that, Mr. Commissioner, 

in this way. At the present time, there is no crude 
Oil available in Canada to produce certain standard 
automotive oils that are necessary to the trade today. 
MR. HARVIE: You mean by thet that 


the Turner Valley crude, for instance, is not capable 
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of producing proper lubricants on account of its 
make-up? 

A I would prefer for you to set more expert advice on 
that than I oan give you, but it is my understanding 
that it would be impossible to make automotive lubricants 
required today from Turner Valley crude oit. All euto- 
motive oils now manufactured in Canada are manufactured 
from imported crude. The arrangement we have, which Tf 
have outlined, is that as far as our automotive oils are 
concerned as we are desirous of having one standard and 
quality from co&st to coast, to enable us to do that, 
it is essential in the first place that the crude must 
geome from one particular source. In other words, you 
cannot muke your vroduct, or you cannot make product 
uniform and identical by using several types of crudes, 
For instance, in the United States, some companies 
marketing from coast to coast sell one brand of oil. 
That brand of oil is made from many different types of 
crude, but through a manufacturing process that is adopted, 
they bring about a similarity in the brand across the 
country. ‘te do not feel that that process is of the best. 
Therefore, the motor oils we are selling in Canada in 
the first place the crude for their manufacture comes from 
one field only. That is transported not by pipe-line and 
mixed with other crudes but it is imported in tank cars 
to the refinery at Chicago. We have the exclusive produc 
tion of that refinery. After our requirements are provided 
for, the surplus, if any, is sold to other sources in the 
United States. The motor oil is patented, or it is manufact- 


ured by an exclusive patented process and it is only sold 
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by the British American Oil Company in Canada. That is 
the reason we go tO the States for the products as I have 
just outlined. 

MR. COMMISSIONER LIPSETT: At the moment then, is 
your understanding, Mr. Miller, Turner Valley crude oil 
would not be suitable oil for the nroduction of these 
lubricants in the vrovince? 

CCN Ue etn OL. ves. 

I was just putting it to you from the point of whether 
there were any suggestions that you were makine or any 
sugeestions that could be made to assist the general 
industry in the nrovinee by suprorting the manufacture 

of it in the province? 

Vith automotive oils used in motor cars and aeroplanes, 
the first consideration is the motor oil and the last 
consideration is the by-product. 

Nest 

In cheap miscellaneous oils, rec oils and lubricants 
used on shaft lines, cre made out of by-products from 
erude efter the gasoline is taken from it. In other 
words, the first consideration is the gasoline and the 
cheaper lines of oils which answer the purnose are made 
from the by-products, and the first consideretion is the 
gasoline. With high-class automotive oils, the first 
consideration is the crude. as & further illustration 
of thet, the. motor oils that are refined from the crudes 
as far as our motor oils ere concerned, there is no other 
by-product except the light distillote. 


TH" CHATRMAN : Any more questions? 


MR. FRAWLEY: That is all. 
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MR. NOLAN: Before Mr. Bronsden is 
called, if I may refer to Volume 81, being June the 19th? 
THE CHATRM AN: Volume 81? 

MR. NOLAN: Yes, Sir, the pages 9356 

to 9359 inclusive, being the discussion with Mr. Halverson 
in respect of this jobbing situation. If the Commissioners 
will read that, I think that is the only place to which 
reference is made to that perticular point, and it is very 
much along the same line as the question that was put to 
Mr. Miller, surprisingly so. It is a question of the 


Chairman to the Witness in almost the same language. 


(Go to Page 11,313) 
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HERBERT HARTLEY BRONSDON, havir 
been first duly sworn, examined by Mr. Harvie said: 
Q Mr. Bronsdon, you are an official of the British American 
O11 Company Limited? 
I am. 
Just what offices do you hold? 
Secrotary and Comptroller. 


How long have you been with the Company? 


> f©2& BP HD b&b 


I joined the British American O11 Company in:1921, Prior 
to that date I was the secretary-treasurer of the 
Winnipeg Oil Company Limited which operated in the three 
Western Prairie Provinces. Upon their, upon the 
acquisition or the purchase of that company by the 
British American O11 Company Limited I then joined the 
steff of the British American Oil Company Limited in 
1921. 
Q So you have been connected with the oil industry more 

or less all your life? 
& Yes, I have been in the oil business over 450 years. 
Q And it was through the aegquisition of the winnipeg Oil 
Company Limited that the British American Oil Company 


Limited came into the West? 


Si That is correct. 

Q In 1921? 

A D9 ail 

Q And your headquerters were Winnipeg? 

y) Yes, I was located at Winnipeg, holding the position of 
Sssistant Manager, Western Division. 

Q 4nd how long and what experience have you had in connection 


with western business in the Oil Industry? 
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Ls Vell, Iwas the jssistant Manager from 1921 until 1924 
and then I became the Manager. 

Q That is with headquarters at Winnipeg? 

A Headquarters at \/innipeg. 

Q SBnad operating throughout the three Western Provinces? 

vs) Operating throughout the Western Provinees. 

Q Yes? 

5 In 1924 tc 1941, at which time I was transferred to the 
Head Office. 

Q 4nd your duties still keep you in close touch with 
Western conditions? 

A Yes, as Comptroller end Secretary I am fully conversant 
with the operations of Western Canada, 

Q Now you have been requested to present on behalf of 
that company some evidence to this Commission? 

A That is. conrect, 

Q Will you just proceed, I might say, Mr. Chairman, 


this is in the form of Volumes 4 and 5 of the company's 
brief and I think that they might be marked as Exhibits. 
TH CHAIRMAN: You are offering both of 
them now, 
MR. HARVIG: Yes. there vill bo references 
back and forth, 
THE CHATRMAN: Then Volume 4 will be 
Exhibit "475", 
(VOLUME 4 OF B. &- CSOMPaNY'S 
BRIEF HERE M4RKED as 
EXHIBIT "475", ) 
THE CHALTRMAN: Hod Volume 5 will be 
Exhibit "476", 
(VOLUME 5 OF B. & COMPANY'S 


BRIEF HERE MARKED aS 
EXHIBIT "476", ) 
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MR. FRAWLEY: Mre Bronsdon, before you 
begin, I see Volume 4 is called "Refinery Activities" 
and just taking a quick giance at it, you seem to 

start off right avay about the refinery operations of 
the company, that is so is it? 

Yes, the first paragraph deals with refining activities 
and then we proceed from there to the trading results 
for the year 1936, estimates of our refining operations 
for 1939 and so ono 

Yese As a matter of fact, I think it might be a good 
idea if you did and if you were to just outline the 
points which you are going to cover, but what I was 
thinking about was something else, do you intend to 

tell us what the company is and deal with this often- 
mentioned quetinn of your being independent or othervise. 
I know, I have heard you state very definitely that your 
company is a wholly independent company and so one Tow, 
I wondered at what stage you intended to do that and the 
reason I interrupted there was so that, I think it would 
be a good time to do it at the beginning as it is a 
matter of a very general nature, you might tell us about 
the company anc submit what material you think you should 
in connection with the distribution of shares over the 
country. this country and other countries, and generally 
deel with that before you go on into the particular 
business of the company. 

Mr. Miller in his brief referred to the company as being 
an independent company. the majority of its shareholders 


of Canadian origin and I believe at your recuest I filed 
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with you some time ago = statement of the shareholders 
and their domicile. 
THE CHAIRMAN: That was months agoe 
MR. HiRVIS: Yes, during the early part 
of the pipe iine hearing. 
VIITEHESS : I did not intend to make any 
further mention, Mr. Frawley, in connection with that. 
MRe FRALEY: That might be quite right, 
that may have been all done, 
THE CHAIRMAN: At any rate without teking 
any time on it, I understand your positicn is that your 
company is quite independent of any other oil company? 
igat Tsoconveck, ir. 
And that there is no control either direct or indizect, 
by capital investment or otherwise, or a working control, 
enjoyed by any otner company in relation to your company? 
That is correct and to start with I forwarded to Mr. Haryie 
and I believe he has it in his possession, an affidavit 
of our President to that effect 
MR. HARVIE: I might just read that and 
put it on the record at this stage, that on Page 1 of 
Volume 1, Exhibit "442", Mr. Miller's brief, the second 
paragraph just summarizes the situation: 
"Phe British American Oil Company Limited is an 
"enterprise strictly 100; Canadian; that 95% of 
"its shareholders reside in Canada, owning 82% of 
"the corporation's issued capital." 
And there has already been filed a list of directors and 


the details. 
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THE CHAIRMS N: Of course it is well 
recognized in the United States that there is such 
a thing as having a working control without an 
actual control of the company. It is recognized by 
public utility bodies there but the witness says that 
is not the case here, that his company is a wholly 
independent one and it need not bow to anyone, as 
I understand the position? 

my Ine > 1s Gorrect, 

Q fnd it matters not how it is brought about, there is 
in fact no control of the British American Company, 
that is your statement, is it not, Mr. Bronsdon? 
Yes. 

Q THE CiHaIRMAN: You say you have something 
you wish to file? 
( Document produced by the .itness) 
MRe HARV: Yes, I think that might be a 
Little additional information. 
WITNESS: THLS 18,4 Copy of anvariidayit 
Signed by Mr. Bilsworth. A. Lo Blisworth, President of 
the British American Oil Company Limited which wes filed 
with the Tariff Board at Ottawa in 1945 and the position 
is substantially the same todayo 

Q MR. FRAWLEY: Is that the affidavit which 
was filed before the Tariff Board Nearing by you? 

4 That is correct. 
At my recuest? 


Theat is right. 
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MR. FRSWLEY: This will be accepted and 
filed as an Exhibit, Mr. Chairman, it is eertified by 
Mr. Re Le Hughes, the Company's solicitor. 

THE CHAIRM..N: It is only of value in 
that the witness says the position of the Yompany to 
all intents and purposes is the same thing today. 

MR. FRAWLEY: But you desire to file it 


and put it on the reenrd? 


MR. HARVI2: Yeso 


THS CHAIRMAN: Yes, it will be Exhibit "477", 
(@FTID,VIT OF MR. ELLSVORTH ~ 
PRODUCED AND MS®KED £5 
ESHIBIT "477" j 

THE CHAIRMAN: We might hear what 1t says? 

MR. FRAWLEY: 

"Dominion of Canada ) In the Matter of Reference 
"Provinee of Ontario) Wumber 84 
) 


"County or York 
u POlL Gg 


The Tariff Board of Cenada 

NT, albert LeRoy Ellsworth, of the City af 
"Toronto, in the Sounty of York, President, 

% Make Oath and Say as Follews; 
"1. I am the President of the British 4gmerican Oil 
"Company, Limited. 

" 2e That no person or corporation in Canada or else- 
“where, either within or without the oil industry has 
"voting control of said Companyo 

" 3. The authorized capital of the Company consists 
"of 3,200,000 shares, no par value, of which 
"2,622,642 shares have been issued. 


"4. §s of Septomber, 1935, there vere 17,421 


"shareholders of which 9,450 were registered 


AP > . 4 
e 
te 
es 2 
a 
+ cs - 
Fe “A 
Se oe 
By e -- 
om 
ee 7 ae 


< 
‘ e 
os! : 


a 
ts i 
-: c g 
ae 7 fa 
; Lae 4 Fs e 
ee 
igs Je 
- ; 
-_ 
aT beet x Cems 4 
i J = = - ~ 
cio r < 5 ee 
* & . + ar 
; ; 
ae ae P f 
: te - Se 
i 
k ‘ 
<ait 


6-4 
7 mL apes! 


H. He. Bronsdon 


"Canadian Shareholders representing 1,371,889 
“registered shares, and 308 foreign registered 
"Shareholders representing 282,909 registered 
"Shares; and 7,591 Canadian holders of share 
“warrants representing 839,740 shares and 192 
"foreign holders of share warrants representing 
"108,126 shares, and in addition thereto there 
"were 19,978 shares held by holders of share 
"warrants whose address was unknown. 
" 52 Of the total number cf Shareholders 
"97,14 per cent are Canadian Shareholders 
"representing 84.33 per cent of the issued capital 
"stock of the Company. 
"SWORN before me at the City }) 
"of Toronto, in the County ) 
VoOP Work wmthie 29th day of ) (Signed} 4.L.- Eliswort} 
"November, S. De 1935. ) 
u (Signed) R. Le Hughes 
M & Commissioner &c>o 4 
Q MR. FRAWLEY: It is difficult to say with 
any exactness and any percentages the situation with 
respect to the warrants, is it not? 
That.is an approximate figure, Mr. Frawley. 
But I mean the last paragraph where Mr. Ellsworth gives 
us the percentage 97.13 per cent of the total number 
of shareholders are Ganadian, representing 84.334 per 
eent of the issued capital stock of the company, now 
does that last percentage take in the share warrants 
or is ‘itiall stock? 
A Well, that figure ineludes the share warrants but it 


is fairly accurate. The reason it is, that just about 
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that time we had to exchange shares for the shars 
warrents in order to furnish the holders with a new 
set uf coupons and we had a chance to get a fairly 
accurate account of the names and the domicile. 

Q I wrote you on the first of Pebruary and asked you 
to make up, no, on the l6éth of January, to make up 
a Statement of the shareholders showing the domicile 
by provinces or country up to date and Mr. Harvte 
tells me that that is very difficult to bring up to 
date? 

a Well, I believe we forwarded ycu a statement of the 
last survey that wo msde. 

Q I had better look at that, what was filed here during 
the pipe line inquiry you say is up to date towhat 
extent? 

a Well, it was the last survey which was mada and whiek 
is within a year. 

MR. FRAWLEY: That is fine thone 

Q MR. HARVIE: wll right, I think you might 
proceed with your brief. 

4 The British American Oil Company Limited wes first 
organized in Ontario, in 1906, commencing with the 
distribution of Kerosene, Lubricating Oils ami Greases. 
As the business grew, it soon became evident that the 
manufacture of Petroleum Products for automotive fuel 
was of prime importance and in order to meet the demands 
of the market available, a refinery was establiShed in 
Toronto in the year 1908. This refinery, which has been 


reconstructed with many improvements at various succeeding 
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dates up to the present, has e capacity of 6,000 
barrels per daye 

In Ontario, it was 
shortly recognized, through the rapid progrcss the 
Company was making in its sales, that it would be 
necessary for it to widen its operations, 4 Dominion 
Charter for this purpose was therefore obtained in 
1909. Operations continued satisfactorily in Hastern 
Canada. and by 1921, the use of the automobile had 
become so general, and the denend for British smerican 
products so extensive, it was determined that in order 
to service its customers it would be necessary for 
the Company to extend into wider fields. It therefore 
purchased the assets of the innipeg Oil Company and 
commenced the extension of these operations throughout 
Vestern Canada. The business of the Company has so 
increased by 1931 that it became necessary to provide 
its products through the operation of its own refineries, 
for economic delivery in Alberta and Saskatchewan. 

In 1933, the Company 
purchased the physical assets of the Sterling Oil 
Refineries Limited. Moose Jaw, Saskatchewan, and also 
the Coutts Refinery of the Northwest Stellarene Company. 

This was the beginning of 
the extensive refinery operations of the Company in 
Western Canada, first through the remodellinz and re- 
eonstruction of the Coutts Refinery, and secondly, 


through the building of a new Refinery at Moose Jaw. 
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En order to properly 
service the Toutts Refinery with crude oil from the 
wells then owned by the Cempany in Montang, it vas 
Re neseeey: to construct a pips line from the Cutbank 
Field to Coutts, in 1934, at a cost of 3150,000.00. 
The pipe line consists of 26% miles of 5" pipe which 
runs from a point 6 miles north of Cutbank Field to 
Couttse Gathering lines bring the erude from the 
wells to this point at which was built a pumping 
station and tankage and from hence the crude was 
moved to Soutts. This line is now idle due to the 
economie changes recited in this brief and, because 
its fundamental use has ceased, is a loss through 
absolescence which must be provided for out of 
earningSe 

The Company's operations 
were accelerated by entering into direct kefinery 
operations in Western Canada, This progress has boen 
continued up to tha present time, as has been shown 
by the graphs for the years 1928 to 1938. submitted 
in evidenee by the General Sales Manager. 

In the construction of 
its new Refinery at Moose Jaw, the Company expended some 
31,250,000.00 for a eapacity of 4,000 barrels per day, 
and expended approximately ,550,000.00 in the extension 
and remodelling of the Coutts Refinery, with a capacity 
of 8,500 barrels per daye 

It soon became evident that 
in order to service its customers with all of the 


Petroleum Froduets that are available in ‘Jestern Canada, 
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it would be necessary for the Company to obtain such 
products as naphtha and natural gasoline as were 
available in Turner Vailey, for distribution in 
gloerta and Saskatchewan. with this objective in 
mind, the Gompany. in 1935, entered into contracts 

for the purchase of production of gas and naphtha from 
wells then in operation and contemplated, at a capital 
expenditure in excess of »~450,000.00, and in order 

to procoss the natural gas thus contracted for, an 
absorption Plant with gathering lines was completed in 
1936, with a capacity of 60,000,000 cubic feet, ata 
cost of approxima tely $350,000.00. 

The Refineries at Coutts 
and Moose Jaw. supplied our entire requirements of 
Petroleum rroducts in Western Canada, including slborta, 
British Columbia, Saskatchewan and the western part 
of Manitoba, during 1954, 1935 and the greater part of 
1936.6 

In June, 1946, the Company 
was instrumental in assisting in bringing in the first 
crude well of large capacity in Turner Vz11°y,which 
established the present crude area on the Western flank 
of Turner Valley. This crude was delivered for the 
processing on its account to the Imperial Oil Company's 
Refinery at Calgary> 

In October, 1956, after 
considerable negotiations, a reciprocal xefinery 
agreement was executed with the Imperial Oil Company 


to provide for the refining of crude available to the 


2 

. 

ee 

Saad 2 
Pas 
KS ata 


ee 


a-4 
12 a1 S24 — 


He He Bronsdon 


British American O?1 “ompany from its Turner Valley 
contracts, at the Emperial Oil Company's Calgary Refinery, 
and an exchange agreement for the refining of the 
Imperial Oil Company's Cutbank crude in our Coutts 
Refinery, the finished products of which supplied the 
economic areas lying adjacent to these two shipping 
points. 

About October, 19357, due 
to the produetion of crude oil in sufficient quantities 
in Turner Valley, the Imperial Oil Company at evonetauea 
supplying us with Montana crude for processing to 
their account at Soutts. This reduction tn crude runs 
amidowies made it unprofitable to continue the Coutts 
operations, which were therefore discontinued at the 
end of 1937 when our contract for crude terminated and 
at the same time processing of Turner Valley crude at 
the Imperical Oil Company's Refinery at Calgary was 
increased. 

Notwithstanding the 
accumulation of petroleum stocks of finished products 
at Calgary through our Processing Agreement in the 
early part of 1938, it was soon realized that with 
the crop prospects, increased supplies would be 
necessarye This, along with the curtailment of the 
amount processed by the Imperial Oil Company on our 
account, made it necessary for us to re-upen both 
Coutts and Boll Refineries in juzust, 1938, to take 
care of our market requirements. 

q MR. FRALEY: That is the first time 
I think you have mentioned the Bell Refinery, do 


you think you should stop there to historically give 
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an account of the acquisition of that or would you 
prefer to do it at some other time. | 
THE CHAIRMAN: I think if the witness 
is allowed to go on, you might just make a note of 
anything you wish, Mr. Frawley. It seems to me, 
IT know if I wero doing it, 1% would be much simplor 
to follow along the way I prepared my submissions. 
Mee FRALEY: Cuite so, but I thought 
perhaps, I really thought when he was dealing with 
the acquisition of these refineries, he simply 
omitted the Bell because now he is referring to the 
Bell and there is nothing in the proceeding part as 
to how you acquired it. I am quite in accord with 
the Chairman's suggestion. 

B We will make qa statement on that at a later date but 
I believe that has been covered wetty fully in 
Mr. Miller's references to the Bell marketing activities 
as a jobber. 
MRe HAaRVIE: D think Werwi ll justucarry on 
if we may and file a complete statement of that. 
THE CHAIRMAN: alLliniehie 
WITNE 55 3 I will just repeat. 
This, along with the curtailment of the amount processed 
by the Imperial Oil Sompany on our aecount, made it 
necessary for us to re-open both Coutts and Bell refineries 
in ZJugust, 1938, to tske care of our market requirements. 

In July, 1948, we were 

notified by the Imperial Oil Company that it _would be 


necessary to curtail the amount processed on our account 
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from 1,500 to 900 barrels per day. This continued 
throughout the balance of the yeer and until the 
opening of our plant on the lst of May, 1939. 

The curtailment of our 
Processing agreement to the minimum and the inability 
of the Imperial Oil Company to increase same without 
extensive additions to their plant, required that 
immediate action be taken to provide further refinery 
capacity to meet our market demands. After very 
full consideration of all the factors and avenues 
left to the Company to obtain additional capacity, 
it was finally decided to build our own Refinery in 
Calgary which Was completed by May 1, 1939, 

Smong the considerations 
which prompted this move were the following: 
Le we required a Refinery of our own to successfully 

compete in the market. 
2e 4 definite customer demand for our Froducts. 
de Insecurity of supply without a Refinery. 
4» Limitation of our ability to supply Products to 
our specifications. 

Q THE CHS IRMAN: I suppose, is that an 
error, Mr. Bronsdon, "Limitation of our ability to 
supply Products to our specifications", IE was just 
wondering if you meant "to obtain Products" to your 
own specifications? 

Yes, that is a typographical error. 
S11 right. 


Lt should be "obtain". 
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5. Loss of freedom of action to change specifications 
to meet changing market requirements as we determined, 
according to our analysis of conditions. 
6¢ Being a Nation-wide Company, it is necessary we 
market Products of uniform standard specifications 
throughout Canada. for the various markets and 
different periods of the yearo 
Some questions have been 
asked us regarding the operations of our new Refinery 
at Calgary, it is difficult at this date to estimate 
very accurately what our operating costs will be. 
From present indications it is safe to assume that the 
Refinory will operate at nearly maximum capacity fer 
the year 1939. The average running cost at Moose Jaw 
over the Last four years was 60.4¢ per barrel and 
taken on @ comparable basis. it would appear that our 
costs at Calgary will be slightly lower than this figure. 
& Refinery in “4lberta, 
in view of the seasonal demands, must necessarily for 
economy operate on a low yearly load factor, and under 
conditions which are not comparable with conditions 
existing in Central Canada or United Statos. g#gricultural 
operations require large quantities of Gasolene and 
Distillate with Gasolene content, during Summer operations. 
To operate on a uniform load factor throughout tke year 
and store to meet this demand. would require tho manufact- 
ure of a product that wowld be higher in quality and allow 
of degradation, or accept the lowering of grade at a 


market disadvantage. To operate continuously would mean 
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not only large expenditures for storage tanks, but 
more serious, the loss or depreciation of product. 

The economies of providing 
additional storage as against increased plent capacity 
have been investigated by our Refinery Engineers on 
numerous oeccasions having regard for: 

(a) Increased inventory costs. 

(ob) Inereased evaporation losses. 

(c) Inereased cost per storage. 

(d) Inereased loss due to carry-over and loss 
at Refinery due to failure of crops to meet 
anticipated estimates. It is impossible 
months prior to estimate the market due to 
agricultural conditions obtaining in any 
one yeare 

Assignments and estimates of production for 

marketing needs are made continuously during the 

Spring months, based upon estimate of probable 

crop yield, which, in turn, are forecasted from 
weather reports from time to time end other 
pertinent data. As an illustration of the 
impossibility of prior estimates at dates long 
before market requirements is the record of the 
forecasting for the grain crop of 1946, as 
given below. 

The Seeond week of June, an estimate of 375,000,000 

to 400,000,000 bushels. Jctual turnout in alberta, . 


67,000,000, the smallest crop ong pro rata basis 
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Alberta ever raised. 415,000,000 busnels 
throughout Western Canada. Up to end including 
tho first of June, good supplies of rain. 

The last heavy general rain on the Sth of June 
and from then on reins negligible until 
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MR. COMMISSION: R LIPSETT: That 375 to 400 millions, 
what Provinees do they cover, Mr. Bronsdon? 
That was anestimate of the total Yestern crop, Mr. 
Commissioner. 
Refineries in Yestern Canada cannot perform or utilize 
StoOtegenaimileretojU. i. Refineries; thet is, ranning 
fuel oil to tanks in the Summer and Gasolene in the 
Winter; 
It is considered that the most economic operation of a 
Refinery corresponds very closely to loose Jaw operations 
from commencement to wnen it reaches full economic 
Gapacity. Attached graphs Nos. 2 to 5 give full information 
on the charecter of operation at Moose Jaw. 

Referring to those graphs, it might be advi sable 
to go over them. 
MR. HARVIE: They will be found in Volume 5. 
They Lllustratervery clearly the conditions that we have 
to face in Yestern Canada in regard to crops and moisture 
and so on. i 
THE CHAIRMAN: That are you referring to in 
Volume 5? 
Graphs 2 to 5, Mr. Chairman. 
Graphs 2 to 5? 
Yes, @covering thevhnistory of -our operations at the Moose 
Jaw refinery in the years 1935 to 1938 inclusive. 
MR. H&ARVIE: There VisPonereraphs for-ebon year? 
There is one graph for each year and they illustrate the 
conditions that we have operated under in these four 
years in that area. 1935 our Moose Jaw refinery operated 


on the lowest load factor in the history of the company 
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due to crop conditions. The load factor was 36% that 

one year. 

MR. HaRVI: You mean by that you only used 
the refinery capacity to 35% of its »otential? 

36% of its potential in the year. That is correct. In the 
lower part of the graph we show the runs in the different 
months of the year. Referring to graph No. 2, January 

and February there was no crude run at the refinery. March 
we ran 12,000 barrels. You will notice, looking at the 

top of the graph where it shows cost per barrel of crude 
run that in the month cf March it cost us $1.54 per barrel 
on account of the small throughput. Then in April the 

run increased to 38,000 barrels. 

THE CHaTRMAN: where do we find that $1.54? 
There, Mr. Chairman. 

Yes? 

In April the run increased to 38,000 barrels, and cost 

SU cents perjberrel. in May the run is, 46,000 barrelis 

and the cost is 64 cents per barrel. The reason that the 
cost is 64 cents and is so much lower than the 80 cent 
figure is because there was no cracking opération in that 
month. Cracking operation adds very considerably to 

the cost. Then in the month of June the crude run amounted 
to 40,000 barrels and the run cost 74 cents. The month of 
July our crude run jumped up to 70,000 barrels and our 
running costs dropped to 49 cents per barrel. In august 
the crude run amounts to 68,000 barrels and the cost 

563 eents per barrel. In September the crude run is 

86,000 barrels and the cost 46 cents per barrel. In October 
75,000 barrels and the cost 58 cents a barrel. In November 


the crude run drops down to 30,000 barrels at a cost of 
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1.00 per barrel. In December the crude run is 36,000 
barrels and the cost 80 cents per barrel. Now, the total 
crude run in the year is 492,069 barrels at an average cost 


of 74.4 cents per barrél. 


MR. COMMISSIONER LIPSETT: Would you mind giving me that 


total figure again? 

492,069 barrels at an average cost of 73.4 cents per barrel. 
THE CHAIRMAN: You are not speaking of what you 
paid for the crude but what it cost you to refine a barrel 
of crude? 

Miatais the cost of erelining a barre) of crude: And this 
chart illustrates how that, because of the variable load 
factor, the cost varied with the load carried. And that 
has a very important bearing on refining costs, because \ 

in this ‘particular year in question our load factor was 
only 36% of the capacity, that is the average over the. 
veer. AS a result of that our cOst was 73.4 cénts, and 

we wish to emphasize this because these are actual 
Operating conditions at Moose Jaw and they will apply in 

a large measure to certain statements that we will make 
Later on in regard to. our estimates of the cost of running 
Otitien Col gery refinery for 1959. 

MR. COMMIS3IONER LIPSSTT: Your cost runs from just under 
50 cents to omer $1.50? 

Yes. 

According to the throughput? 

According to the throughput. 

It eertainly makes a very startling difference, does it not? 
Negro Moot aOes. JJuay tO empiagize the difference in 


Tunis costs | liwili ro over the: detail of the operation 
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He He Bronsdon, 


in 1939. 

MR. HARVGee That is the fourth graph? 
THat-Le tne fourth eraph in the file: 

Just so there is no error in checking this later, Mr, 
Bronsdon, i you Wild refer to srana No. 2 inieour 

book, I notice on the top righthand corner it is designated 


Grapnn oO. <-in red. 


THE CHaTRMAN : Yes, Moose Jaw: refinery, 
VY oer el 7o0'. 
MR. HARVIE: nway down halfway on the Lefthand 


Side of the prapheit is referred to as Graph No. Le “Tite 
G6Orrect reference ie the graph number at the top of the pace 
“AG the bop of the page. 

And we should strike out the graph number 1 where it appears 
On the Tiel trom Viervecentre of the page? 

THE OHATRMAN : 4nd the same way right through 
the others? 

Yes. 

Graph Now a is really Graph No. 3. Strike out.the erapn 
number in the centre of the page throughout. 

MR. HaRVIE: On Graph Nos. 3 and 4,there 

is no reference on Graph No. 5. That comes about through 
the picture being revised and the brief changed and the 
new figures added on. 

MR. COMMISSIONER LIPSETT: Perhaps if he is not referring 

to the intervening graphs it would be as well to put on 
the record the average cost. [osee it is there for the 
intervening years. 

MR. HARVIE: I think he proposes to deal with 
the intervening graphs but he was just at the moment going 


to illustrate the difference between 1935 and the 1938 
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costs, just to emphasize the point. 

Maybe foberore i proceed with 19%---- 

i think you might just take 1938, just as your final 

Ve ne e Ou Can eo over 1956 and) 1957. But ho doubtbemadn 
Will bring out the point better? 

In 1958 we operited at the cose Jaw refinery on a load 
factor of 68.3%. Because of that we saw @ much more 
favourable refining cost. In the month of February---- 
The Cerlinang cost for that year, according to that granh, 
was 56.8 cents? 

ves; 

aS against 75.4 cents in 1955, where your load factor was 
36%? 

Mew is correc. The month of February, 1938 our crude 
Pit smouneedaveusa,000 barrels. Ihe refining cost per 

Dee Clowes Gece nto. Win Merch we ran no crude. “ae 

et inery fe cie-cusdoyn as a rule about bO to bo daysva 
year for inspection and repairs and overhaul. Mareh there 
Wes NOGeude rai. | in April we ran 8,000 berrels and 


because of the small amount run our costs amounted to $4.04 


Der eoarne... in Mey our run was 56,000 barretis. 
THE CoalTRi lal : Tt tS certelnivra very opr eiie 


example you are mcking your point with? 

YE Sao Li 

MR. COMMISSTONGR LIPSETT: I supovose that that was for 
some special reason that you run at all there? 

Well, Ir. Commissioner, it mostly is due to economic 


COMMS. wo hmLont. have Dech that just as we recited 


before crop reports, incident to erop reports we would 


fill our storage and then the sales would drop off because 


of the deterioration in the crop and the smaller crop ant 
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we would have the stocks to carry over until the next year. 
Then in our estimate for the succeeding year we would 
have to allow for the inventories on hand, resulting in 
lower runs until we reached the time in the year that we 
eould clearly see what our requirements would be. 

MR. FRAYLEY: How could you heve a cost per 
barrel wren you did not run any barrels? 

We have not. 

TH: CHATRMAN: They ran 8,000? 

We van, 6,000 barrels en april. 

MR. FRAWLEY: Oh, you did run some harreis; 


and it was $4.04? 


Yes, thet is a barrel. In March there was no run ani no 
cost. 
No. 


In June we ran 65,000 barrels at a cost of 64 cents per 
parrel. in duly SO COU barrels at a cost-of 50: Cents per 
barrel. Inv August 1185000 barrels at.a.cost or 57 wents 
per barrels in pe viemer we ran 125,000 berréis. Ve 
pushed the plant to capacity in that month. It only has 


&@ rated capacity of 120,000 barrels. Our cost .everaged 


40 cents. In October we ran 95,000 barrels and it cost 
us 46 cents per barrel. In November, 120,000 barrels and 
LU Geesy o7) cenue per barrel and in Deeember, 46,000 


barrels at a cost of 88 cents per barrel. The total for 
the year was 769.277 barrels, with an average cost of 
56.8 cents per barrel. 

MR. COMMISSIONER LIPSETT: ‘fould you repeat the total 
barrellage figure? 


769,277 « Now, rererring -dgeinoto the uriers 


toy, 


i 


wie 
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H. H. Bronsdon. 

MR. HARVIE: For the purvose of putting it 
On=thet*recura, Would you refer” to 19367 and?1937e"as 
ssuggested by the Commissioner? 

In the year 1936 we processed 555,619 barrels, ana the 
average cost 1nY that year ta 72.5 cents per barrel and 

in 1937 we’ processed 641,725 barrels and ‘the average ‘esst 
ig 64.2 cents per barrel. Now, referring again to the 
Dr oir. 

From Graph No. 5, you will note that we have 
reached approximately the maximum capacity of this plant, 
heving regerd to the seasonal demands. Any material 
increase in market’ demands in the area supplied by this 
nefinery will necessarily mean increase in capacity to 
méet sane, which,’ in view of the character of the plant, 
no doubt economies will dictate a duplication. in such 
eases, the load factor immediately drops in both plants 
from the voud factor at maximum capacity to °nalr this “load 
factor plus half the increment in additional demand. 

At the request of Mr. Frawley, we have a 
preparea an estimate of our operating costs of the refinery 
at Calgary for the year 1939, which statement covers 
estimates of costs of processing 43.5 Gravity A. P. I. 
crude from Turner Valley in the Calgary plant, for a load 
factor of from 10% to 100%. For load factors in excess of 


80% allowance will have to be made for additional tankage. 


MR. FRAWLEY ; Do you want to identify this 
specially? 
Til; CHAIRMAN: Wel! , I would think so. 


Do you sugzest that should be marked as a seperate document, 


Mr. Frawley? 


MR. FRAWUY: Anvparently Mr. Bronsdon had that 
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H. H.Bronsdon. 
in mind when he prepared this. 
MR. HARYIE: Yes, it might be a simple 
matter, then we can always refer to the Exhibit instead 
of to the statement. It is immaterial otherwise, as it 
Ps air wy as party of the Exhibit. 
THE CHaIRMAN : Is it your suggestion that 1% 
might be easier for Dr. Brown, and more convenient? 
MR. FRAWLEY: Yes, I think, perhaps, it would. 
THS CHAIRMAN : Then we will marke it Exhibit 
"478", Mr. Harvie, if that pleases youyY 
MR. HARVIE: Yes. 
In Connection with that statement we have also prepared a 
graph showing the same information in graph form. 
MR. FRAWLEY: It relutes to the Calgary 
estimates and deals with the Calgary estimates? 
Tes. 
MR. FRALEY: Mr. Chairman, that might also 
be marked, Exhibit "478". 


It accompanies the statement. It. immediately follows that 


statement. 
TH! CHATRMAN : Will it be referred: (6) (Seperavely : 
MR. FRAWLEY: It may be. We might give it 


another number, perhaps. 

TH CHAIRMAN: I think so. They are not: inter- 
locked and not dealt with together, then they might be 
marked as two ixhibits. 

MR. HARVIE: That is just 4 suggestion. 

These things are all related to Volumes 4 or 5 It might 
be that we could refer to these graphs as "476 4, B and oO" 


It might simplify it. 


=< As 4 

; ; Sie i. > 
AS: | oot ee Mee 

a é RG be. 

st - my 

. i : Pe ‘ —_ icon sft, ra ee > : i ” ; 

cpt ere ac “ perugaeet ed aca | 


Sa, 


. ! 
é a Px . : . 7 ye t, ba 
7s Q fie cee oy ere te oe 5 “y “a 2 . “4 ‘i + - ane Shit.» 
afaiis «of Bagi at ee | on 


rd _ 
- P y a¢ tam noe ae 
at ye * a fa # ane % - Heat “it $ tam Jie 
~ Ont As : ; Ps Ki oe 
ear ee 6 © ope ead ty “ot! pons 
tere Mies et: i atte DINES O22 B ae 3° 
5 t 7 
nnn - an 
~~” a ty ia oo y ie < 7 
0 tae one. 1s ote q <7 ut ita-é ; ty 
: . et, % x f of : 
aS Sr est Py * ho Rah oss it 7 c 1 : 5 Vig od so, oe tate ‘an 
Pa he a Say dake ok ate “Er, 7 0 a © 
7 
* j 2% Pere i! 
7 - a Car eo wie rb tet | 
—— 5 Rae ow OAS ct ey, Seas oe ¢ tay ; 
ag ais Ee ae Sen che Ohl io Pees ao ee ee ; 4 4 : . . - * 7 =p 
. ive Pe - ¢ pont J . 
+i i * fat “ = are” : . fon fy 7 : 
Fo tam iy Gt coe) Tapes Bea ee 4 era. Se — i} 7 
RA et RRR EY 4 OH as } ‘ 


j 7 ht 7 s . 
pidiied te oc 1S 52 | ; 
I ' : 2 @ 
es - — oS 
is > . an nt 
‘g . ve us : + { so > I Zhe y jams Pea < 
a ie ie ® 7 4 ¥ 
gr 
’ r 
‘ 
s 
- ef} + 
io" a Re | es ha “ ne 
. 
x F ee bh £ 
F : ; 5 i 
“hl ¢ — 4 i Lee | 
fies! 4 a ities es ia ee ad rp* 
We 
ne t : 
z a ? ‘ 
Vase pie. ‘ x - » 
i 
‘ r oa 
. : q Cia oy ble bi | 
; : y aat ed Che heey Bakee « 
te 
as 
: ‘ 4 ‘ sf Pi er 
eta Wee ie Fs ee 43 a4 if 
Plan : 


ne PPdastxs 


vr. arts 8 Ingo oe 


: 7 - 
of GIRASS. Se VLA: : 
, . _ va! ey "ied 
#1 avis, doote o wit een 3 


~ameddog 


h 


ie 


— 


-11,338- 

H. H. Bronsdon. 

THE QOHaIRMAN : We have pessed that. We have 
your Presidnet's affidavit cs of Exhibit "477", 

MR. HARVIE: that was wot included in 
Exhibit "476", which is this book of graphs. 

TH CHAIRMAN: Well? 

MR. HARVIE: Just ag a matter of convenience. 
Mr. Chairman. 

THE CHAIRMAN: Lt see no op jection tovig, Ar. 
Harvie. Do you, Mr. Frawley? 

MR. FRAWLEY: No, there ig nothing in this book 
but graphs and statements. Do you propose to give 
everything in this Volume 5, Exhibit "476% and a. letter? 
MR. HARVIE: I would suggest we take Graph 2 
and letter it, "476-<a"., 

MR. FRAYVLEY: lo righ te 

THE CHATRMAN: SPURL RENT Wea Re eye Now, we 
Still are GMeterinine No. Exhibit "476" for the wnole book? 
MR. HAgViIlts Yes. 

THE CHAIRMAN: And the first graph, which is 
Nos. 25 Warm oe A end the next graph, whieh 2S No. 3, wiil 
hetB, andyune next one, which is No. 4, will be ©G, and 

the next one, No. 5, will be DP. Then that which we have 
made ixhibit "478", which happens to be that document, 
will be made "476-E". 

MR. HARVIG: Xeg, Lf we can continue and 
mark all the sraphs in this book. 

TH CHAIRMAN: Yes. 

Mieweenvils The granh attached to that 
statement will be Uxhibit "476-F". 

THE OHATRMAN : Then you come to another graph 
marked No. l. 


MR. HARVIE: Yes, the trend in the production 
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H. H. Bronsdon. 
of motor fuel constituents, that will be No. "476-G". 
TH? CHAIRMAN: The next statement? 
MR. HARVIE: The following statement will be 
"476-H". That is a schedule showing details of the oost 
of commodities manufactured in the Province of alberta. 
if includes Sheet 1, sheet 2, Sheet 3, Sheet b,, and Sheet 
5-A? 
I would suggest that each statement be given a letter. 
That is "476-H," and go right on from there. 
THE CHAIRMAN: I think so too. The next 
will be I. 
MR. COMMISSIONER LIPSETT: Summary of Stock Adjustments 
will be Exhibit "476-H". 
MR. HARW: Yes, materials and eommodities 
"476-3". Schedule of Refinery Costs will be "476=xK", 
Cost of SJommodities produced and sold in the Province 
of Alberta will be "476-1". Schedule of Commodities 
Purchased from Other Companies and Divisions will be 
"476-—M". Oommodities produced and Sold will be "476-N". 
Marketing Department Sales, "476-0". 
MR. FRAWLEY: These are related, aren't they? 
Yes, these are related, they run right through. 
They will be all one Exhibit then? 
THE CHAIRMAN: "476-0" will be how many pages? 


4 pages. The others are not related. 


MR. HARVIE: Pages t, 2,.0 and 4. 
MR. FRAWLEY: Marketing Department Sales. 
THE CHAIRMAN: Page No. 5 should be given 


another letter. 


MR. FRaAvGEY: "A76-P", Marketing Costs,. 
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Ho He Bronsdon. 
Provines ofealoerta, Year 19368. 
TH: CHAIRMAN: Page 6 is just the one page, 
"476-Q", Page 7 will be "476-R". 


MR. FRA TOEY: And statement of Trading 
Results? 
MR. HARVIE: WAT 6-0" Sales in the Provinces 


of Alberta, "476-T". Statement of Capital Employed, 
"476-U". Graph No. 6, being Trend of american Passenger 
Gar Engine Designed since 1925, "476-V". Graph No. 7, 
"a76-"". Graph No. 8, "476-X", 

TH CHATRMAN : Nell, we will continue, on 


Monday morning. 


(at this stage the Hearing was adjourned until 9:00 a. M. 


Monday, July 17th, 1939.) 
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into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 


The Honourable MR. JUSTICE Seabees cba 
—and— 


THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 
IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta___ JULY 17th, 1939 
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Herbert Hartley Bronsdon, recalled... 
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HERBIRT HARTLEY BRODODON, having 
been recalled, examined by Mr. Harvie said: 

& MR. HARVIE: All right, Mr. Bronsdon, I 
think you might proceed with your brief. 

4 When we left off on Friday, we had just come to uxhibit 
MO..uca oe Gs this uxhibit is tne estimate of the 
Calgary refinery operating eosts varsus load factor for 
the year 1939 and subsequent years. 

Q THE CHAIRMAN: Would you mind explaining 
just precisely what that. means "versus load factor", 

Mr. Sronsdon? 

4 “ell this statement, Mr. Chairman, is intended to indicate 
the variations in cost brought about by the amount of 
erude run through the plant; in other words, if we could, 
if it were possible to run this plant at 100, capacity 
we would have a very much lower cost per barrel than we 
would +--- 

Less cost per barrel? 
Less cost per barrel than we would if we were running it 
at say 50%. 

Q On the principle that your overhead is exactly the seme? 
Yes, and certain other operating factors to which I will 
refer in the statement. The statement covers an 
estimate of costs ranging from 100% load faetor to 10%; 
it commences with 10%, 20%, 25%, 30%, 40%, 50%, 60%, 70%, 
75%, 80j, and then we interject 80.2% because that is 
the actual 1929 estimate and then we proceed to show 
the eost at 90% and at 100%. at the bottom of the sheet 
we Shov the cost per barrel ana you will notice that if 


we operated at the 10% load factor our cost per barrel 
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would be 2.77 cents per barrele 
THE CHAIRMAN: That is 10) of your capacity, 
as I understand it? 
10% of the capacity: 10% of our capacity would be around 
449 barrels of crude per calendar day and if we only ran 
that quantity our costs would be 2.77 cents per barrel. 
Then jumping over to say the 
50% load factor, at 50,0 we would run 1746 barrels of erude 
per day, it shows at the top of the pege. 
Yes? 
And the un cost would be 80 cents per barrel. 4s I 
said before, 1939 we estimate our load factor will be 
80.2% and on that basis our cost we estimate will be 
62 cents per barrel. You will notices in the details 
that operating labor is (80,582.00 and that does not 
change right across the sheet. Repairs would chanze 
with the amount of crude run. Office and Management 
ts a fixed figure. Compensation practically fixed 
figure. Operating material varies with the through- 
put. Repair matorial varies with the throughput. 
Chemicals vary with the throughput. Refinery fuel 
varies with the throughput. Electricity and water 
and taxes also vary vith the throughput. Insurance is 
a fixed item, likewise depreciatione General and 
Administrative varies with the throughput. The 
total cost of operating the refinery at the 10% load 
factor we estimate would be $352,856.70. 
In 1949 we estimate our 


gosts will be  »641,984.10 or 62 cents a barrel. 
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Wow had we a condition 
in alberta similer to the condition whieh existed in 
saskatchewan in 1935 and we only had alond faetor of 
36 (2 our cen costs could quite easily jump in the year 
from 62 to 94 esnts a barrel: that represents a 
Gifferenee of 50 cents and if all that difference were 
charged to gasoline it would affect the cost of gasoline 
by 1% cents per gallon. 
MAJOR LIPSETT: “hy should it all be charged 
to gasoline, Mr. Bronsdon? 
Hevesi said V3". Mr. Commissioner. 
There is no suggestion that it will, is there? 
No, that is just one way of applying it. I was just 
using gasoline as a yardstick to emphasize the difference. 
Now take, if I may just intorrupt, take your 1959 figure 
of 62 cents? 
YESe 
That would be approximately 4 conts per gallon if 1% was 
all charged to gasoline, would it not? 
About 3 cents a gallon? 
Yes. 
Yes, that would be about right. 
The gasoline, about what percentage, about what gellons 
of gasoline do you get or estitmate you can get out of 
a barrel of crude? 
Bbout 24 gallons. 
And what happens to the other 11 gallons? 
That is various other products, Mr. Commissioner, 
distillate, refined oil, light domestic fuél oil, 


bunker "C" fuel oil, gas and loss. 
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Is there any wastage in the barrel of crude at all or 
do you get some products out of it all? 

There is a loss, Mr. Commissioner. 

Can you give us some idea of about what that is, 

Mr. Bronsdon? 

Running 43 gravity Turne~ Valley crude ve estimate the 
loss, well the gas part cf that is loss but the gas 
produced is 5.73%. The actual loss --- 

I am afraid I didn't follow that. Mr. Bronsdon? 

The amount of gas, that is the light ends which are 
burned in the boilers or go off through a flare ---- 

Oh, yesSe 

Amount to 5.73 % and then over snd ebove that there is 
an actual loss of 1.93%. I am referring to 43 gravity 
Turner Valley crude. 

MR, FRAWLBY: “What are the other products, 
will you give them. Mr. Bronsdon? 

MR. HARVIB: “What was that? 

1.693%. 

Just on that 5.73% whieh you use practically as fuel, 
you make some saving by using that as a fuel, I mean it 
ts of some use in the refinery operations? 

Yes, 

But it does not go out as any material which ean be sold? 
NO, that is 1%» 

MAJOR LIPSETT: Is that the fuel you charge 
in here as refinery fuel which in 1937 you estimate at 
yll2,000.00? 

It ts included in that figure, Mr. Commissioner, there is 


also a liquid fuel burned at the refineryo 
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Docs that come out of the barrel of ecruds also? 


& 


ye It comes out of the barrel of crude, yes, it is called 
bunker "C" fusle 

Q Well how does that $112,000.00 then, how is that arrived 
at, Mr. Bronsdont 

53) Well that is the quantty of bunker "6" fuel burned at the 
plant plus the gas which is converted mathematically 
and expressed in barrels or gailons taken at the value, 
at the value of bunker "C" fuel. 

q@ Well that 112.814,00. that should be credited should 
it not against your original cost of your crude? 

b s6@kl the olla@,000.00 is credited in our aecounts as 
sales, that is the usual refinery practice. They treat 


1% as a sale. 


Q MR. HARVIEs In other words, if it was 
not used by yourself in refinery you could sell it and 
get that much money for it? 

d Yes, it has @ value. 

C. MS8JOR LIPSETT: “here does that then appoar 
amongst your saies, that should be credited in the 
marketing costs, should it not, or in the receipts for 
marketing? 

b It appears, yes. it appears under our sales. “hen I 
come to the statement dealing with marketing department 
sales those values are included. 

q Yes? 


b Mr. Frawley, you asked for the yields, gasoline yield 1s 
69.42%, Kerosene 2.52). 
MRe FRALEY: kerosene? 


Kerosene, yes, 2652%. Distillate 5.48%. Light Fuel 


Oil .62%.- Bunker Fuel Oil, 100% viscosity at 
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122 degrees Fahrenheit, 14.50; Gas 5.73; and loss 
12-93%. Those percentages will add to 100. I might 
say that Dr. Brown visited our plant in Toronto last 
week or so and has checked wer these figures with our 
Superintendesny, Mre ‘voolley, and was quite satisfied 
with them. 

Q This statement 476 fe) of conrse and any others? 
YeSo 

Q MAJOR LIPSETT: What prive do you realize 
for this bunker fuel oti which you sell? 

b We realize about 96 cents a barrel, Mre Commissioner. 

Q 96 cents a barrel? 

b Yese 22 cents per gallon or 96-2 cents per barraél. 


Q Is that the product which you sell to the railway 
companies? 

& Yes, in some cases it is sold to the railwgy companies. 
It is sold to small plants in Turner Valley for use in 
boilers but mostly to the railvay companies. 

Q THE CHATAMAN: At what point, for what 
use is it solid to the vailway companies? 

Used as a liquid fuci in the boilers of engines. 
And at what prico did you sell it? 
Well, I said we realized 96-2 cents per barrele That is 


a composite figure. 


ce) 


MAJOR LIPSETT: On what basis, Mr. Bronsdon, 
was that price arrived at. any basis of peat value or 
anything? 

ys) Well the fuel oil whieh is sold to the railways, of 


course, it 1s a competitive price. In converting the 
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value of the gas we use a competitive price. It is 
based on a value, based on a quotation which we 

received from the Sanadien ‘western Natural Gas Light 
Heat and Power Gompany for refinery fuel. 

MR. FRAWLEY: That is that cost item 

of 5.93%? 

Yes, that is how we value ite. 

MS JOR LIPSET?: That is the gas you used 

in the plant yourselves? 

YGSo 

But what I am talking about is the bunker fuel oil that 
you sell to the railways? 

That is a competitive price. 

“hat is the competition? 

7wolL, Our reftinery*s Tuell in 1946 was rather 4 small 
Pigune) ~—-— 

Excuse me, Mr. Bronsdon, you say refinery fuel, are you 
talking about this bunker fuel oil? 

Bunker fuel. 

MR. HARVIE: Do you use all of the bunker 
fuel which you manafacturse or do you actually sell some? 
well, in 1928 we had a very small amount for sale, I 
think only about 5000 barrels and we sold it to the small 
drilling outfits in Turner Valley. Now this yoar, we 
will have a larger quantity to sell and we will probably 
sell it to the railways. at theo present time the 
reilways are securing this fuel from the Impertal Oil 
Company but I suppose we will have to break into that 


market and sell at the competitive price. 
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And what is that in competition with, coal ar fuel oil 
from the coast? 

I would think it was in competition with coal and fuel 
oil from the coast. 

Ma JOR LIPSETT: I was wondering, Mr. Bronsdon,. 
if you could differentiate that somewhat, because on the 
face of it it does not look that this is bearing at all 
its fair share of manufacturing and that is why I asked 
you whether it had some sale value or what the comparison 
was or what the competition is and I would be glad if 

you would give us something about that, perhaps lator oni 
I will make a note of thate Graph Noe 476 (f) ---- 

M&l OR LIPSETT: Just before you pass on, 

Mr. Bronsdon, what is the precentage of depreciation based 
on, what figure do you allow for depreetation, what percent— 
age? 

Those of the regular rates, Kr. Commissioner, as allowed 
by the Dominion Ineame Tax authorities. 

Is that 10% on machinery, do you know? 

10% on machinery and equipment. 27% on buildings. 

Does the Dominion only allow 23% on buildings? 

2$% on brick buildings. 

MR. FRAWLEY: Has Mre Cottle discucsed 

that depreciation figure, have you had any conversations 
with Mr. Cottle on this statement yet, Mre Bronsdon? 

No-~ 

MSJOR LIPSETT: That depreciation then, 

Mr. Bronsdon, that is in addition to, I notice, 

941,000.00 for repair material and {43,605.00 for labor 


repairs? 
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Yes, that is in addition. 

Q That is $85,000.00 approximately of those twe figures 
and $127,000.00 then for depreciation in addition? 
Yess. It ts not found to be too much be experience. 
MR. FRAWLEY: I suppose it is possible 
to determine the life of this equipment, is it not? 
Well this, we estimate approximately --- 

Q Couldn't you build up a depreciation, I do not know 
now, Il am just wandering out into the unknown, is it 
not possible to arrives at some sort of functional 
depreciation for this equipment, try to find the age- 
Life and work out the depreciation on that basis? 

MR. HARVIE: The physical depreciation 
is on a less time. 

Q MR. FRAWLEY: I know, but here you have a 
plant now that you are spending a lot of money on to 
keep upo I presume that is what the item is that 
Mr. Commissioner Lipsett is calling your attention to. 
You find that your cracking coils are showing some wear 
and tear owing to the heat and you pull out that part 
of the material and put in some new parts? 

b any major repair is capitalized. The repairs that are 

Shown here under repairs labor and repairs material are 

the small, ordinary, usual ropairs that are too small to 

capitalize. 

Where is the money then for replacement? 

Replacement comes out of depreciation. 

411 out of depreciation? 


Yese 


Qa? b. Dp b> Oo 


So that now we can understand it then, as an example there 
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is a lot of wear and tear in a refinery plant, is there 
not? 
That is eorrect. 
A great deal? 
&é great deal. 
And perhaps I might only take the cracking unit as an 
instanee, I notice there is a lot of wear and tear in 
that? 

That is soo 

You subject that equipment to excessive heat? 
High temperatures and high pressures. 
Yes and if then, are we to understand that the results 
of that very extensive operation is reflectod in the 
deprociation and not in the repairs item? 
That is correct. 

If you found it necessary to pull out a certain seation 
of your cracking coils and put in new parts you would 
call that a major change, would you? 
4 major change. 
And that would be in depreciation? 
That would be capitalized and put in our depreciation, 
So much for that. but would it not be possible, if it 
were put to you, I mean to disregard the income tax 
rate of depreciation and endeavor to work out something 
based upon the experience over the years in the refinery 
operations, endeavor to find out what the age of that 
plant is and work out depreciation on that basis? 
Yes, we might do that, Mr. Frawley. In some cases we 
would find that 10% is not adequate. 


Yes? 
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Some of these chambers, their useful Life does not 
extend beyond two or threes years and they have had to 
be replaced but what we have found over a period of 
time is that 10% on the average is about as close as 
can be figured. 

Well as here --- 

If we thought it was higher than that we would have made 
representations before this to the Dominion authoritics 
to increase that rate. 

Yese As I say I do not know where the depreciation 
would lead us at all but I was only thinking of it as 
being perhars more accurate and that is all, perhaps a 
little more scientific because this might run you out 
sooner than, earlier than the experience of the life 
time and you say contra wise it might not? 

No, I hardly think that it more than takes care of 
proper functional deprecia tiono 

MaJOR LIPSETP: and I suppose, whatever 
repair you keep it in, when the timc comes when the 
whole thing has to be replaced either from old ago 

or Obsolescence, then you need the depreciation? 


That is correct. 
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THE CHATRMAN : ill that has been discussed 


Weth Drewbrowa, i suppose, in Toronto? 


YES « 
MR. FRAVLEY: Yes: 
MR. HARVIE: All right,will you continue ? 


Graph marked Exhibit "476"F" accompanies and is intended 
to illustrate in graph form Exhibit "476-E". We have 
marked on this graph with red lines the average working 
limits, having regard to load factor, which ranges from 

50 to 80%. It is very difficult to operate a refinery 
tabi reakl iheyractors into consideration at a*ereater 
rete than 80% per year of its load factor. 

MR. PRawWLbY: Does that mean you expect your 
costs then within these working limits of 50 to 80%, your 
Gosta will rim from-anout 66 cents a barrel up to ebout 

"4 -oenus a barrel? 

That is correct, Mr. Frawley. From about 62 cents a barrel] 
Toe YOeie Ss a Darrel. 

MR Pe save For 1939 thee stimate ie that 
you Will be working your refinery to practical capacity? 
Pregriocal Capacity, yes. 

MR. COMMISSIONER LIPSDTT: ‘hy is the Limit around 80%, 
to.’ Bronsdon? 

Because of shut-downs, Mr. Commissiorer. Certain periods 
of the year when the plant must be shut down for inspection 
Take, for instance, your cracking vessels, the steel, the 
thickness of the steel in these vessels must be calibrated 
very carefully to make sure that there is a sufficient 
factor or safety to take care of the pressure and the 


temperature. And the plant must be gone over and inspecte 
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very carefully at regular intervals to assure that all 
these factors are being taken care of. That, together 
with the other canditions, such as market conditions, 
crop conditions, the question of storage capacity and 
so on, we have found from practical experience that a 
plant operating at 80% load factor is operating pretty 
much up to cspacity. 
I suppose if you ran it to full capacity all the time to 
take care of your peak seasons that would mean a very 
heavy. tem for storage? 
Yes, Sir, and then ultimately a very heavy item for repairs, 
because it would not be getting the prover care. 
Do you mean these inspection periods? 
The inspection periods. 
I assume that to be necessary? 
A rerinery Weneally operates about “S07 days of the year, 
out of the 365. ‘the rest of the time is required for 
inspection and shut-down periods. 
I see. Then have at at present storage capacity to take 
eare of the full production for the 400 d&ys? 
We have storage capacity to take care of 80%, not above 
that. 
No? 
MR. HARVIE: All right, Mr. Bronsdon. 
Referring further to Exhibit "476-A". 
In the preparation of these estimates, ample allowances 
must be made for contingencies that are unforeseen in the 
Operagion of. so complex a plant as a Refinery, Ths failure 
of any one part of the integral plant equipment and 
apparatus, including thousands of valves, instruments and 


controls, may materially affect the operations and increase 
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the cost in any given period. 


Labor costs and conditions of employment brought on by 
regulatiors-more.drestic than those in operation, may 
materially affect the estimates of cost or increase same 
for future operations. Costs of material and other items 
beyond the control of the Company may be factors in 


increasing the cost of processing. 


Engineering and research in improvement of plant is becoming 
of more importance in the highly refined plants with 


complicated chemical processes of to-day. 


No allowances has been made in above estimates for the 
earrying of inventories over 80% load factor nesessary 


to meet market demands. 


In considering the problem faced by the petroleum 
industry in Canaua, it is quite natural and indeed common 
to consider them to be similar to those existing in the 
United States. It is therefore important to show that this 
eomparison leads to erroneous conclusions. The growth 
and dovelopment of the industry in Canada has been on 
entirely different lines from those followed in the States. 
At the beginning of this century the manufacture of 
petroleum products was largely controlled by a few major 
interests, There were a number of smaller concerns 
interested in the produetion of crude petroleum, and they 
were dependent upon the refining interests to absorb 

their production. This was responsible for a considerable 
instability of crude price, and encouraged a number of 
producing companies to engage in the refining of orude 


petroleum as a means of stabilizing the price of crude. 
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However, practically all of these companies looked on 

their refining and marketing operations purely as a means 

of stabilizing orude prices at a sufficiently high level 

to ensure an adequate return on their production operations. 
There are a number of major companies today that look on 
their refining and marketing operations from this point of 
view. Obviously, companies operating on this basis 
frequently engage in mutually destructive marketing practices, 
and the selling price of the product is no indie ation 


whatever of the processing and distributing costs. 


In Canada the problem has always been primarily one of 
marketing and distribution, and the manufacture of finished 
products has been considered from the same point of view 

as it is by any. other manufacturing industry. This point 

of view is generally expressed as involving the maintenance 
of an adequate return on the capital invested. In 
developing our case the British smerican Oil Company has 
more than sufficient facts to support its contention that 
its earnings are considerably below the percentage considered 
not only jusfifiable, but safe, for an industry engaged 

in operations involving such inherent hazards. <Any attempt 
to set up costs in an arbitrary manner or to split up the 
Company's operation in an effort to justify reducing selling 
prices, has the single effect of reducing the profits on 
the capita] invested, and will have the net result of 


embarrasging the industry financially. 


We are unable to interpret any such actions as being other 
than contrary to the spirit of Finance Minister Dunning's 
recent statements drawing attention to the fact that 


Canada’s security is dependent upon an adequ=te growth of 
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industry. 
Quoting from Hon. C. A.» Dunning’s Budget Speech as reported 
on April 24th, "Many business and financial men have been 
using every recourse to improve processes, expand plant and 
equipmemt, or set up new industiies. Their efforts have my 
Sincere admiration, but they are far too few in number." 
From 19450 to date, our capital investment in refinery 
equipment has increased at the rate of approximately one 
miltion dollars per year, rising from tw, miblion;: in.1930 


to approximately nine million at the present time. 


MR. COMMISSIONER LIPSETT: Mr. Bronsdon, when you are dealing 
with that, is that increase of one million dollars a year, 
is that new capital raised from the public or is that 
capital put in out of profits? 

Wei raised, “~. Commissioner, about 10 million dollars 
through the sale of debentures,and that has been the money 
that was used. | 

Since 19307 

Sincey LIso. 

Dumingy the eerily days of the: development of ethe internal 
combustion engine, the petroleum industry was primarily 
interested in the manufactures of kerosene or illuminating 
oil, and the gasoline fractions that are so essential today 
in the operation of internal combustion engines were some- 
times burned in open pits. or taken out to sea in barges and 
dumped. At that time the refiner was not concerned with the 
cost of manufacturing gasoline and with the problem of 
obtaining crudes from which the highest quality and yield 


of motor fuel could be produced, but was faced with the 
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problem of disposing of a product for which there was no 
market. The average man, when purchasing a car or a 
tractor, never stops to wonder whether there will be fuel 
and lubricants to operate his motor. He takes it for 
granted that a supply will be available during the service 
life of the equipment, and this is only one aspect of the 
reliance which the public has come to place in the 
petroleum industry. It is somewhat surprising that an 
industry involving such risks has met the demands made on 
it with such unfailing prumptitude as to warrant the 


confidences which the public places in the industry. 


From the published views of those who should be better 
informed, the industry has come to the realization that oe 
it, and anything associated with it, is regarded by the 
public as a source of unfailing revenue. Although there 
has been a steady increase int 'e benefits and values that 
the public receives for money spent on petroleum products, 
there seems to be a general unwillingness to coneefe that 
the modest profits distributed in the normal, healthy 
growth of well-managed companies is the result of diliggn? 
and painstaking administration which coordinates produce tion, 


transportation, refining and marketing. 


For a limited time the internal combustion engine could 
satisfactorily utilize as fuel the straight-run products 
derived from crude distillatinu. The essential part 
played by these engines during the wer -- a part which 
called forth Lord Curzon'¢ memorable statement that "the 
Allies floated to victory on a sea of oil" -- so increased 


the demand for motor fuel or gasoline boiling fractions 
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that it became necessary for the industry to develop 
eracking processes, many of the fundamental principles of 
which scientists had discovered and divulged, prior to 
1914,,in patents ana scientific papers. For the purpose 
Of olariuy 27 may be well to explain briefly the meaning 
OG. 9le sm "Greckine as It 16° used” in the oll industry. 
The term is frequently employed to denote the breaking down 
of the hydrocarbons of higher molecular weight into 
bydrocarbons of lower molecular weight, a result obtained by 
subjecting the more complex hydrocarbons to a sufficiently 
high temperasure Tor avsutficient leagth of time to cause 
BSubeatential conversion. However, regardless of the 
Gnemistry involved, the term “cracking"™ is applied ta the 
process of subjecting those portions of crude. petroleum 
Which aré not suitable for use as motor fuel to such 
conditions of time and temperature as suffice to convert 

H substantial quantity of the original stoek into gasoline 
Holling rections.) The importance of this proeess wilt 

be better appreciated when it is pointed out that somewhat 
more than half of the five hundred and twenty million 
barrels of motor fael consumed in 1937 were produced by 
erecking. Dr. Howe estimates that had it been required in 
1936 to produwe all the motor fuel (of a quality required 
by the motors in use at that time) from straight crude 
distillation, three hundred million, six hundred and 
seven thousand barreis of crude would have been required. 
However, applying the principles of cracking to produce 
motor fuel the total crude required for that year was one 
hundred million, seven hundred and forty-two thousand 


barrels, Prior to 1914 several cracking processes had been 
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used to a limited extent to increase the ultimate yield of 
illuminating oil from the available crude petroleum. For 
this purpose of producing motor fuel many millions of 
dollars were invested by the industry in cracking equipment 


that became obsolete by 1925. 


Towoulgwlike, 40 refer you to the graph Mo, "476-G" that 
iliustrates the trem in the production of motor fuel 
constituents. You will observe. from thie sraphawiwnanrin 
1926 the percentage of cracked gasoline, included yin 
gasoline, was relatively very much smaller than 


toe Percentage blended in say 1967. 


(Page -11,360- follows.) 


ars ai J 


454 Yollud a ad ot gy sonia oh pat Bs 


ev. a) Tal 
ica 


i ae ar a ? ate ms 


gouh ie 


on vic ago iit uot . 


a5 Opie ‘CO aoe" 5 ‘3 opstnantiey 


tay ycerigs ion aor 


oh a | 


oe a," ‘ 
Yom. ate hagnoid viet ager ¢ 
rf =) . ali rele 


{2s t s [ - FAs ) 


a 
H. H. Bronsdon -~11,360- 
In 1925 the perccntage of cracked gasoline was about 27%, 
then jumping up to a peak in 1929, the percentage of 
oracked gasoline had increased to approximately 33-1/3%- 
1932 the percentage of gasoline had increesed to 43%, 
and 1935 it had increased to 44%, 1937, 1938 and to date, 
it is now approximately 48% of the total. 
ye are submitting as 
Exhibit #476 H, statement of Refinery Production, Costs 
and Sales, in the Province of Alberta, for the year 1938. 
Schedule 476 H is a Schedule 
showing details of the cost of commodities manufactured. 
This statement shows that we processed in the year, the 
following barrels of crude oil and crude naphtha: 
Barrels Well Cost 
Red Coulee Crude 20,704 90 
Cutbank 69 , 784 Lead 
THE CHAIRMAN : Where does that 1.277 go? 
A In there, Mr. Chairman. 
Sunburst Crude Zk 5 Se 1.09 
Q MR. FRAWLEY: That is delivered in Coutts. 
Cutbank is not, I take it, seeing there is no mention uf it? 
A These are all well costs. 
But Sunburst you have price delivered in Coutts, you 
have a note there? 
A Yes. 
Q That applies only to Sunburst. otherwise I surpose you 
would have it noted? 
A Yes. 


MR. HARVIE: Mr. Bronsdon is reading 


from the brief and I think we are referring to Schedule 476 E 
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H. H. Bronsdon haa 
MR. FRAWLEY: Any details like that 
we will have to watch. 

MR. HARVIE: Yes. 

A Turner Valley Crude 674 ,184 16.0 WEIS 
Turner Valley Crude Naphtha 10 ,506 1.3701 
Turner Valley Navhtha 465 Ese 
Turner Valley Sethe? beggssed 63.192 1.2097 

B on 22 


Totel Barrels of Crude processed861,010 
Stetement 476 H, we then 


Show the other costs that enter into the figure of the 


totel cost laid down at the refinery which includes 


— 
4 
~ 


gathering, pipettes, excise ard U. S. “xohange, and the 


total cost of the 861,010 barrels of crude oil laid down 


Sturmer inery was .1,249,773.00.. Exhibpit-476°H then 


summarizes the other costs and adjustments which are more 
fuiiyeee i ained in exhibits 476 1, J, and K, and which 


includs adjustment of stock between opening and closing 


imventories, a@ credit figure of $154,905.82. Waterlals: 


and commodities used $519,015.76. Refinery costs and 


expenses »601,520.31, making a total cost of products produced 


and sold ex-Alberta refineries, $2,215,408.25. The state- 


ment then shows the products »roduced and sold and the 


products arvlicable to sales in Alberta. Products pro- 


duced and sold were as follows: Gasoline, 24,191,600 


gallons; refined oil, 827,214 gallons; distillate 2,131,529 


gellons; fuel oil and bunker C, 3,d4a, 654 gallons. 


Total: 30,492,777 gallons. A-rlicable to sales in Alberta, 


gasoline, 18,660,703 gallons; refined Old CS03056 Sailons; 
distillate, 1,258,143 callons; fuel oil and bunker 2,878,509 


geirons, Total: 25,427,991 gallons. 
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Q MR. COMMISSION2R LIPSETT: Those were the 1938 
figures then, Mr. Bronsdon? 
A GOS emis 
8) Is this refinery costs you have in here, is that what 
you paid the Imnerial? 
A What we paid the Imperial is included. Ina later 
statement I think we give you that in detail, Mr. Commissioner. 
I see? 
MR. HARVIE: | It also includes the Bell 
and the Coutts costs? 


A Yes. 
WA COMMISEIONGSR LIPSETi: It includes the sost of their 


&> 


own two refineries? 

MR. HARVIE: Yes. 

MR. COMMISSIONSR LIPSETT: The cost of the crude 
purchased for the three refineries? 

MR. HARVI®: Yes. 

MRs COMMIESIUNER LEPSETT : And the cost of processing 
at the Imperial refinery? 

A TiateLe vignt. exnipit 476 I shaws that we had on hand 
January 1, 1938, inventories to the value of $700,114.48. 
That is the total representing the inventories on hand 
at the refineries and at the marketing branches, supplied 
from thore refineries. At the end of the year our invent- 
ories et the refineries and at the marketing branohes 
amounted to #761,158.52. During the year we transférred 
to the Moose Jaw refinery unfinished stock for further 
processing from Coutts,and the Bell refinery to PARSE: 
of $93,861.78. The net inventory chunge, therefore, of 


$154,905.82 should be deducted from the cost of 


. 
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H. H. Bronsdon 


commodities manufactured in the Proyinee of Alberta 
to arrive at the value of the products pwoduced and 


Shipped ex-Alberta refineries. 


(Go to Page 11,364) 
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Schedule No. 476J shows 
the particulars of materialsand commodities used in 
Alberta refineries during the year 1938, which amounted 
in total to $519,015.76, which includes absorption gas- 
Oline, #thyl fluid, chemicals used such as caustic soda 
litherge and ammonia and the wthylizing cost also in 
connection With the Imperiai processing operation. 

Schedule No. 476 (K)---- 

Q MAJOR LIPSult; The absorption gasoline 
there, iir. Bronsdon, I see your purchases ix Imperial Oil 
as compared with purchases x Turner Valley, was there 
any difference in those commcedities or was what you 
bought from the Imperial Oil processed or something? 

A It was all processed, lir. Commissioner, but it was neces- 
sary for our own plant could not supply sufficient quan- 
tity for our requirements and that required us to pur- 
chase additional absorption gasoline from Imperial Oil. 

Q There seems to be a very great discrepancy in price? 
wRe HARVIG: The amount purchased rather 
than the price. 

A Quy own absorption gasoline was put in at cost, that is 
the cost of the gasoline. 

Gq I see, and the Imperial was put in---- 

A At the marketing price. 

Q, MRe FRAWLAY ; You bought some from the 
Glacier Production Gompany in i.ontana because you ran short 
in Turner Valley? 

A That was bought in iJontana because it was closer to Coutts. 


Q Oh, that was for the Coutts operation? 
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wAJOR LIPSLTT: There seems to be a great 
variation in price though in what you had to buy from the 
Imperial and what you produced? 

I. will work out & unit price for you, hire Commissioner. 

It is difficult to tell just by looking at a sum of money 
like that. JI do not think the figures are very far apart 
when you divide them up. 

In one case you got 110,0U0 barrels for §152,000 and in 

the other case less than 10U,000 barrels, you paid $237,000? 
Yese Of course you must remember that the purchases from 
the Imperial were Hx Calgary, whereas the purchases of our 
own products, they are priced kx the Valley and then there 
is pipeage to be added and the losses and so on. If you 
like we will make up a statement and reconcile them on 

that figure but when you take all the factors into consider- 
ation there is not much variation. 

I see. I would not trouble about it, i:r. Bronsdon, because 
the Imperial naturally would expect a profit on what they 
would sell? 

It is not as much as it would appear from those figures 
when you work it out in the calculations. 

Schedule No. 476 (X) is a 
schedule of refinery costs for the year 1948 which shows 
the quantities of crude oil and Absorption Gasoline pro- 
cessed at the three refineries in 1968 and which amounts 


to the following: 


Barrels Cost 
Processed Per Berrel 
Coutts Refinery Lee, 966 82.638 
pell sxefinery POLLO 54.15 
Imperial nhefinery 875,151 __ 04-58 
Total ep OT Li Lit 56.15 
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MR. HARVIE: Are we to take it from the 
Bell Cost that it is a different material being manufact- 
ured or not? 

The Bell operation was just a skimming plant operation, 

it just produced the Straight Run Gasoline. 

That is why the cost per barrel is much lower than the 
other costs? 

It is not a full comprehensive cost, no. 

MAJOR LIPSHIET: Then, Mr. Bronsdon, take the 
Imperial figure at 54.62 cents and does thas include their 
profit, is it plus the profit which you had to pay them, 
is that the cost price to you? 

It includes an amount for procersing amounting to $352,392.13. 
Is that the Imperial's charge to you? 

Yes; 

Including their profit? 

If they made any- 

If they made any? 

Yes.» 

Well in the comparable figure of that in your axhibit "476" 
(E) you give it $2 centa as your estimate for 1939? 


The comparable figure with the 56 cents is 62 cents, 


Yes. 

MR» HARVIE: 54.32 cents, just the Imperial. 
alone- 

MAJOR LIPSETT: You take the Imperial which 


refined for you last year? 
Yes; I hardly think though that you can take that figure 
alone, you see our requirements for 1939 will very closely 


approximate our total runs for 1948, you see, which were 
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But it seems strange in some way, does it not, that vale 
cost, the actual cost, estimated for 1939 on your total 
would be 6% cents when you are actually buying it at 
04.52 cents the previous year fron the Imperial, inoluda- 
ing whatever profit, as you say, if any, that they had? 
Well it would indicate ,iir. Commissioner, that the price 
which we paid was probably reasonable or fair. 

I suppose that would be one alternative, ir. Bronsdon, 
but might not another one be either your estimate for 
1939 is too high or it is not good business for you to 
go to the cost of 62 sents for refining gasoline if you 
gan get it done for 54? 

Well we were probably fortunate in getting it done for 
54 cents but as I outline in my brief they suddenly cut 
us off and we were not able to buy at 54. Therefore---~ 
THe CHATRMAN: Nor at any price? 

At any price. 

wAdOnR LIPSETT: There was not sufficient 


GapaGcity? 


No, therefore we were forced to make this move. 


Yes. Certainly, a very desirable move from the point of 
view of the City of Calgary and the Province, tir. Bronsdon, 
to bring in an additional industry but I was just wondering 
whether you had anything to say about the discrepaney in 
those figures? 

No, the figure of 54.52 cents is the outcome of an arrange~ 
ment, exchange arrangement, which was fade between the 

two companies when we, in which we processed for them at 
Coutts and they prosessed for us at Calgary and I think 
because of that mutusl aspect of that arrangefient we 


secured a very favourable rate from then. 
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And I suppose in both gases a very close figure was given? 
YES « 

WRe FRAWLEY: tiyo Bronsdon, you say that 

04 cents was your cost to the Imperial for 1938 and you 

now estimate a cost to yourself of about 62 cents in 1939 
and Cotimissioner Lipsett points out that is a very wide 
discrepancy. The Imperial, you say, found it impossible 

to continue to serve you? 

That is correct. 

Would it be at all right to infer that if you had continued 
in the joint arrangecient, the exchange arrangement, custom 
refining, that the cost might have been cut down to 54 cents 
a barrel? 

I doubt it, sir. Frawley, that it could have been cut down 
that low. 


Well there was not any complaint about it, it enabled the 


Imperial, so we have found from their ixhibit "280" and RExhibi 


"281", it enabled the Imperial to make a very fine operat-— 
ion for 1938 so far as keeping down costs are concerned and 
it would seem, perhaps I should not comment upon it 

whether it is fine or not, they told us it was a favourable 
thing, we heard that expression used by Mr. McGrath in 
speaking of the British American agreetient, it was favour- 
able to them and certainly it is favourable to you as com- 
pared to 02 cents. It might bes a very impractical thing 

of course end something that you people would not consider 
ap a business proposition but if you hed continued and the 


Imperial had been able to look after you, you would have 
had a much better cost than your 62 cents? 


I doubt it very much. 
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MRe HARVIE: They were not able to look 
after us. 

Q MR. FRA ley: How do you mean, you doubt 
it, if they had continued at 54 cents it would have been 
all right but you do not think they could have continued 
at 54 cents? 

A I do not think it was contemplated to continue at that 


time. 

Q You think even if they had had the capacity or you had cared 
to continue with them after their new addition, that the 
price would have gone up? 

A we would probably have had to pay more. 

Q, wiAJOR LIPSETT: I suppose on the present 
method you are taking care of increased business and develop-: 
ments in the Province for the future by means of your own 
refinery? 

A Yes, and we are very provd cf the new product we are prod- 
ucing too. | 

Q kRe HARVIw: Which maybe makes more than 
the few cents difference in manufacturing costs, to pro- 
duce that type of produst? 

Q MAJOR LEPSHTT: Is there anything to that 
particular point of view of cost; iip- Bronsdon, is your 
present product more expensive to produce than if you 
were keeping the previous produgt obtained from the 
Imperial? 

L I would not say so. Mr- Commissioner. no- We are taking 
advantage of course of the most up-to-date refinery tiethods 

and refinery teshnique in the industry is changing very 

rapidly so that we are getting the advantage of the most 


up-to~ date knowledge and that reflects itself in the 
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products which we are prcduc ing. 

But not actually increasing the cost of manufacturing al- 
though you are giving a better product? 

Our estimate is, as you can see, is 62 cents, our estimate 
is 62 cents as against the 56.15 which we had last year 
and we are getting a better product and better yield. 

MR. FRAWLEY: I notice the 56 takes in 
Coutts at 82? 

Well it was actual cost. 

Re HARVIE: ind you say you are getting 
a better yield? 

Oh yes. 

In the long run it might be that by getting that better 
yield at 62 cents cost it is more economical than the 56 
cents cost? 

Well I would say it is at least on a par with 1938. 

MR. FRAWLEY: lir» Bronsdon, why do you 
say that the Bell, it shows a cost of 54 cents, the Bell 
was not a complete operation? 

Well that was just a skimming operation, Mr. Frawley. 
Yes, but apparently it turned out standard gasoline, I 

see you have some iithyl cost there, so you turned out 
standard gasoline there? 

No, only the third grade gasoline» 

Well what was the wthyl fluid used for then, I do not under- 
stand that then, when you look at it again---~ 

It is a very sMall item, $64. 

Then we can take it you were not aaking standard gasoline? 
Thet cost may have been incurred in connection with the 


products which have heen remanining in the tanks for a 
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A Yes. 

Q That may be it- Of course it just throws some light on 
this then, that a skimming operation, although it does not 
go to the whole market, the cost is away down? 

A The first operation in the plant. If the costs, on a big 
intregated plant, if the costs could be separated it ia 


lower per barrel of course than the crasking costa. 


Q The first operation,you mean the distillation? 

A The distillation. 

Q Before cracking? 

vi) Yes. 

Q Which is the Bell operation or the Plotkins or any skin- 
ming plant operation? 

A Yes. 

Q All right? 

A On sxhibit "476" (L) --- 

Q MR. HARVIE: You are reading at the top 
of page 8? 

A The top of pags 8, We summarize the refinery operationa in 
Alberta as follows: 

Qua nt ity Ae 
Crude O11 Processed 861,010 bbls. y1,249,776.00 
Other Materials DLIF0L0. 76 
601,520.31 


Costs and bhxpenses 


Net changes ~- Refinery and Marketing 
Branch Inventories, a oreiit of __ 154,905.82 
Cost of Commoditiies Sold 
Applicable to Province of Alberta vee fae Tn S80 sO 
Add to this, cost of commodities from other 

Companies and other Divisions as detailed on 

Sheet 476 Mi + amounting to 427,519.00 
Cost of Commodities sold in the Province of Alberta %2,049,299.05 
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This Company, in presenting 
ita Manufacturing and warketing Costs in the Province of 
Alberta for the year 1938, is not attempting to make any 
arbitrary division of the costs in order to say that the 
manufacturing cost of gasoline is so much, or that it costs 
so much per gallon to market gasoline. Je have felt it 
necessary, however, to explain our position gq little more 
fully then just the short statement given above, with re- 
gard to the cost of each product, for the reason that we do 
keep a distribution of costs by Departments, but in figures 
which could not be used for the purposes of this Inquiry, 
ag will be clear as we proceed. 

ée would, therefore, like at 
this time to discuss before the Commission, briefly, the 
problem of cost finding and the methods employed as it re- 
lates to the Oil Industry. 

In considering in particular, 
first, Refining costs, we find that we are faced, not only 
with the problem of a multiplicity of products from crude 
oil, but also the problem of their manufacture, in combination 
along with detailed finishing processes peculiar to each class. 
This complicates the distribution of manufecturing Coats to 
such an extent that even the arbitrary allocation of the costs 
has no significance as representing in any way, actual costs 
of the products manufactured. In fact, it can be said without 
fear of contradiction, that it is not possible to determine 
the cost of gasoline separately from the cost of all the pro- 
ducts produced from a barrel of crude oil. In regard to 


our costs, we have, however, the following known facts on 


which to work: 
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1. ‘fe know the total cost of a barrel of crude laid 
down in the Plant prior to processing. 

2» We know the total amount of money spent in proces- 
Bing this crude into finished products and the 
analysis of this cost into fixed charges, labor, 
material and operating expense. 

4. We know the total cost of distribnting these 
finished products to the ultimate consumer. 

4. We know the total revenue derived from the sale 
of all products and fron each particular type of 
Rene oat ot a. 

From these total expenditures 
and receipts. We are in a position to arrive at the net 
profit derived from engaging in the business and can ex= 
press it as a percentage of capital employed. These are 
the only figures of cost with absolute significance. We 
wish to emphasize that the above are the only indisputable 
facts that can be compiled. 

When it is desired to split 
expenditures up and express them in terms of costs of in- 
dividual products, it is necessary to make some systematic 
but arbitrary allocation of cxpenses. It is obvious, 
therefore, that such allocation of costs would be arbitrary 
in their nature, which would depend upon the particular use 
which is made of the allocations themselves. ijhen we refer 
to these as costs, we are using a familiar word with a new 
meaning + 

In the oll industry, various 


arbitrary allocations are used, depending on the purpose 
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for which they are required, for example; in a refinery op- 
eration it has been found practical to assess all of the 
costs against one principal product. This method is used as 
a standard of efficiency in determining the efficiency of 
plant operation by throwing all of the operating costs say 
on the manufacture of gasoline and allocating no manufactur- 
ing costs to the by-products, for example, a refinery operat— 
ing in Alberta on alberta crude, would consider its principal 
product to be gasoline; and the production of gasoline would 
dictate the type of equipment and method of operation. A 
refinery in Pennsylvania would consider Lubricating Oils as 
its principal product and wovld regard gasoline as a by= 
product. In the former case, a system may be set up for 
arriving at the costs and may be used to reflect the ef- 
ficiency of plant operation, by throwing all of the operat- 
ing costs on the manufacture of gasoline and would allocate 
no manufacturing cost to the by-products. This has the ad- 
vantage of providing an inmediate measure of operating ef- 
ficiency from month to month. This met hod has also been 
modified by crediting operating expense with the market 
values of by-products, but the outstanding disadvantage of 
this tyne of cost system. from the refiner'’s point of view 

is that the fluctuations in value of by~products changes the 
Onis Gost of Movor 2u6i, This might erroneously be anter- 
preted as a result of increased or decreased operating ef- 
ficiency and the unit cost thus arrived at is useless fro 
the standpoint of controlling refinery operations It is 
obvious, also, that this method of allocation gives a measure 
of costs, cents per gallon, higher than other methods but 


inasmuch as any cost figures serve only the purpose of a 
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systematic comparison of operations, the numbers need have 
no financial significance in themselves. 

On this same basis, in a Pen= 

sylvania Refinery, they could quite justifiably consider 

that their gasoline cost them nothing, for the simple reason 
that the net profit made by engaging in this business de=+ 
pendg on the efficiency with which the plant is operated to 
produce the main product for which it is designed. In other 
words, whether a Pennsylvania HKefinery operctes or shuts down 
is not determined by the selling price of gasoline, which may 
be affected by a gasoline war waging in its marketing vic- 
inity, but is determined by the revenue derived from the 
Lubricating Oils manufactured, these being considered as the 
products from which the Company derives its principal in- 
come « 

From this point of view, the 
Lubricating Oil bears all of the cost. Thus, from the 
point of view of the khefiner, there are a great variety of 
ways in which costs may be allocated and the figures which 
are obtained have no significance outside of the operations 


which they are intended to surpervise. 


The only question of importance 
in setting up a cost system, is that the figures are system- 
atically and consistently arrived at so that the operations 
for different seasons of the year and for processing dif- 


ferent types of crudes, reflect the efficiency at which the 


Plant is being operated. 
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Quite a different system of cost accounting for trans- 
port=tion purposes is found to be expedient where two or 
more refineries belonging to thie same company must 
subdivide a certain area for purposes of distribution. 
In allocating assignment areas tq refineries operated by 
the same Company, it is necessary to set up some system 
for considering costs in order to define economical shipping 
distances for the different refineries. These costs are, 
of course, merely of relative significance, and have 

been assigned only for the purpose of enabling some 
systematic control to be exercised over certain transpcerta- 
tion problems. When it is anpreciated that the 
transportation charges per gallon vary from a fraction 

of a cent to several cents (in any given area), the 
importance of a cost system, and the influence of the 
system on pro:its and losses cannot be overestimated. 

One convenient way of .lloczting costs for this purpose 

hes been found. It consists of considering all "white 
products" (gasoline, kerosene, distillate and domestic 
fuel) as one product bearing all refinery operating 
expenses, less fixed charges’ and less credit from residues, 
The costs so determined at the different refineries and 
terminals of the Company, fix the relative distributing 
areas for these centers. It will be obvious that a cost 

sy stem adapted to supervise refinery ef*iciency would 

be valueless for determining assignment areas; while 

the cost system which has been found to be such a 

valuable guide in fixing assignment areas is useless for 


the refiner. 


the 
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Sufficient illustrations have been given to show the 
diversity of methods which may be used to allocate costs 
and to show that the particular arbitrary selection from 
these methods which may be chosen is based entirely on the 
conditions under which the organization is operating. 
There ig obviously no unique, precise and indisputable 
answer to the problem of allocating costs. kvery 
manufacturer must use the system which he finds to be 
best adapted for purposes of controlling operation under 
the prevailing conditions. The whole object of the chosen 
system is to provide a means of insuring a sufficiently 
high standard of efficiency to maintain the particular 
mérgin of profit which is regarded as reasonable for the 
capital investment involved, and it will be clear that the 
control of this factor can be effected in a variety of 
ways, all of which, however, are directed towards the 
Same object; namely, the maintenance of the margin of 
profit. Those who assert that any system of cost accountings 
Bool ieq to the petroleum industry, can yield Tirures oF 
individual costs which have an absolute significance, are 
laboring not only under a misapprehension of the results un 
previous experience, but also are violating a Simple, 
logiesl principle which, if stated simply and clearly, 
must be admitted by everyone in possession of reasoning 
faculties. The principle simply states that it is 
impossible to separete uniqicly © givon number, 
representing a combination of operations, into two or 
more different numbers which will add up to the given 
number, unless some extraneous or arbitrary assumption 


(that is to say an alloc.tion of some kind) is made 
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to provide a basis for the splitting or "partition" as 
Pieis2os led, It is precisely in the infinite variety 

of ways in which this arbitrary allocation can be mde 

that the diversity of equivalent methods for cost account- 
ing is reflected. ‘ith this in mind, it will be appreciated 
that this Company has developed wh:.t it has found to be 

the most useful method of control of its cperations as a 
whole. The only figures (we repeat) with any absolute 
Significance are those leading to the over-all statement 

of profit or loss, and any subdivision or analysis of 

these figures simply provides a means of ensuring continued 
operation. 


On Exhibit "476-N"---- 


MR. FRALEY: You skip "M", do you, for the 
moment? 
MR. HARVIE: ™" was referred to asa 


Supplementary sheet 2----- 
MR. FRAWLEY: Cine Me ao) page 8, in the 
middle there. 


7 


MR. COMMISSIONER ELIPSETT: "NN" is 5 A, 


MR. FRAVLEY: my", 
MR. oARVIE: "Tr" is sheet 5, Cost of Products 
Sold. 


Sneeav co OL the briet, Nr. Commissioner. 

TT. CHAIRMAN: I do not know exactly what you 
are talking about. 5. MN “bes no number on ite etme. 
in my book. 

MR. HARVIE: Some of the books originally 
typed did not have the numbers on. 

TH CHAIRMAN : LERVOUMWiC de Po. enytorl bls & 


“by the Exhibit Number then.and 
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H. H. Bronsdon. Sete 


by the Exhibit Number then. 

THE CHATRMAN: Do you say that Dr. Brown 

has been through these ixhibits,Mr. Bronsdon? 

No, my statement just had reference to the one statement. 
The one we were talking about at that time? 

Yes. 

He has not seen the Exhibit as a whole? 

No. 

MR. FRAWEY: Iwas just wondering about that. 
I intended to ask Mr. Bronsdon what he had geen, because 

I wanted to send him immediately atl of these statements 
unless they could be sent to him from Toronto, which would 
be mueh shorter and quicker. I wanted to discuss that with 
Mr. Bronsdon and Mr. Harvie. 

MR. HARVIE: That was "476-E" that he had had, 
BiG eco Lecw aver ocat meny Other Tipures: Sipe uieos 
Pigures 10W being presented were aetually prepared in 
Calgary but to a large extent, Dr. Browm has maybe seen 

Or been given in a general way a lot of the information, 
DUG nO tn tire orm at all. 

THE CHATRMAN: What I am coming at is we want 
TO (KNOW thet we have a critical examination of .an 
independent expert. It may be, indeed, he will be quite 

in accord with everything here, but' if there is to be a 
critical examination of it, and it is in any sense adverse 
then I wanted to know that your people had an opportuni ty 
of making answer, you see, because they may explain 
away what was adverse coment. So we want to know first 
as a starting point thet not only had we got these but 

that he does and then th t you have an opportunity of 


hearing anything he has to say about it. 
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Hi hs Bronedon. ra ee a7 
NR. HADVIG: Yes, I understand that. Dr. Brown 
will be supplied with a copy of all this and as he gives 

his evidence we will be represented. 

THE CHAIRMAN: Yes. 

MR. HARVIE: Just for the purposes of the 
record, Mr. Commissioner Lipsett acked, I think, what 

"NA76-N" was . It is a breakdown of the figure of $327,319.00 
that appears as the second last figure on Exhibit "476-L". 
MR. COMMISS’ ONUR LIPSETT: Thanks. It was the number that 

I had gotten wrong. 

He CHatTRM.AN: You, won't forget, Mr. Frawley, 

you have been so good as to say you will get these 


numbers right for me? 


MR. FRAVLGY: es, 
THE CHa IRMaN: And you and I will be talking 


about the same pages anyway. 


MR. FRAWOEY: Res ea bulcast., 
TH’: CHAIRMAN: ALL right, Wr. Bronsdon. 


Exhibit "476-N" is a statement of the quantities of the 
commodities produced and sold in the Province of alberta. 
On this statement we commence with the refinery inventories 
on January 1, 1953. Total gallons of products, 

foo cuUssol ons. Refinery Purchases, three items, 

light distillate, 4,290 gallons. Reading from Exhibit 
NAV6-N". It is dealing with the total of the column on the 
righthand side of the statement. 

THE CHa TRMAN: Yes. 

The purchases of distillates, heavy distillate and reduced 
erude in total amount, 17,08 gallons. Production for the 
Year of all Products total 36,551,524 gallons. We trans- 


ferred to other refineries outside of Alberta, 2,719,430 
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gallons. Our storage losses amounted to 187,961 gallons 
and the total figure, $8,294,513 gcllons. From this we 
have deducted the inventory, quantity of all products on 
hand Decemher 31,1938, totalling 8,550,592 gallons, 
leaving a balance of 29,743,921 gallons, which represents 
the quantity of products shipped from the refinery or 
burned as refinery fuel, ex alberta refineries for the 
year 1938. ‘We then adé@ to this figure of 29,743,921 the 
net change during the year of inventories of finished 
products at the branches and agencies which amounted to 
748,856 gallons, giving a total of 30,492,777 gallons, 
which represents the products sold in 1938, ex alberta 
refineries. Of this figure of 50,492,777 gallons there 
was sold in Alberta 23,427,991 gallons. Then we added to 
that figure, quantities purchased from other companies or 
transferred to alberta from other divisions, totalling 
1,945,333 gallons, makirg a total of 25,373, 324 gallons, 
whieh represents the sales in alberta for the year 1938. 
We then come to Exhibit "476-0" This Exhibit gives 
us the particulars of the marketing department sales, 
which totalled a figure, 25,373,324 gallons. Our gasoline 


sales by tank waggon were 12.926,.425 gallons. The amount 


is $2,342,931.00. 


MR. FRAVLEY: —  ~ "May I interrupt. at the very 
bottom of the page we "Je have submitted statement 
Exhibit No. blank, Marketing Costs, Province of Alberta." 
Now, you know about these? 

Ye have not come to that yet. 

That is not "476-0"? 

That is "476-P". 


"476-0". Have yougot reference to that. Is that your note, 
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"Read Marketing Repartment records into the record." 

Yes, that is "476-0" we are now reading. 

Fine, 

The average realizations gasoline by tank waggon was 
18.13 cents per gallon. Deduct from this amount the 
freight paid ,4419,355.29, amounting to 3.24 cents per 
PEllOn eles. tox, 497,781.68, or 476 cents per cal ion, 
besvinesa mev realization back to te refinery, betore 
deducting marketing expenses, of $1,825,794.03, or 14.12 
eents per gallon. 

THe CHATRMAN: Mr,. Frawley, excuse tle, tre 
Bronsdon, toisi suvJject of freight, which comes up again, 
I understand you to say that the Alberta producers and 
the Alberta Government have joined’ in an application for 
a Freight | Rate Hearing in connection with the shipment 
of ol); is that correct? 

MR. FRATVLSY: That is so, Mr. Chairman. 

THE CHAIRMAN: Now, as unytiing done about 
762120, May Heye a bearing on our report to nis Honour, 
may 1 ask if the application is being proceeded with 

With dispateh. Is it likely that there will be a Hearing 
Shortly? So that the freight situation miy be «n: lyzed by 
counsel ere we — I do not say before us, of course, but 
Wiat results have been obtained, analyzed by counsel, 
before this report is made? 

MR. FRAMTTLEHY : I ean tell you something about 
that . Anplication was made to the Board of Transport 
Commissioners to C@liminate what appeared to be inequalities 
in the freight rates in the movement particularly of 


refined products. The *etroleum .ssociation were concerned 
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also with the extension of the present so-called favourable 
rate cn erude beyond its nresent limitation, namely, Moose 
Jaw and Regina. My ap»vlication also was general to bring 
before the attention of the Transport Board the existing 
rate won both crude and refined products with a view of 
their: general review of the elimination of the inequalities 
theatimight be there. 
THE CHalRMaAn: DOSS Tt embrece’ dis Marine vor 
Vaetece Ora ticiiremeportation of crude oi] or oil Sroducts 
comparable with those in eastern Cansda? 
MR ae PRAY EY The language’ of thevapplication 
was very informal. It simply was for the ourpose of 
bringing to the attention of the Transvort Board, you might 
Savegcnein le Lemmartervor refined »roducts rates ana ‘crice 
Pavesi ne iestermy Canada. 2 think the Board would so'’reperd 
Pu pec eewee (eee Ere Mer teto l-ok into the retes: 
TH: CHAIRMAN: From what we have heard thus 
farelromithe witnesses before us, it would appear that 
[reighseis anVimportant factor in costs and since we are 
very much concerned with costs it seems that our task would 
be more tcompletely performed if we had a@ ruling by the body 
charged with determining what the freight rate shall be 


ere we come to report. JI mention it now with the thought 


of hastening on that epplicetion if it lies within---.- 
MR. MERAG IY 3 Tt would like to answer your question 


predidelyaliTie reduction in freight rates is very important. 
Tt wal¥edo Mots of things for us. We knowethat» the tank 
wagzon, Mr. Halverson told us the ténk waggon through 
alperta-is Calgary nlus freight, so that if this 

rate does come down it is going to affect the tank waggon 


price all over Alberta, excesting Calgary, perhaps. As to 
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H. H. Bronsdon. 
erude, we know thet the more favourable the freight rte 

the further the crude goes out and the further extemied will 
be the economic line. Shortly after the apslication was 
lodged we were requested to delay pressing for a public 
hearing. I was told by my cgent in Ottawa, informally, 

that the public hearing mizht conceivably come on about 

the end of June, certainiy sometime during the summer 
because the Boerd was thinking at that time of making a 
“estern trip and they would be glad to hear what we had to 
say in Calgary. We were then requested not to press to 

20 On with the public hearing because certain negotiations 
were pending between the railways comnanies and the major 
oil companies and oertainly if it would do away with the 
necessity for a oublic hearing I was glad to make delay. 

I have becm kept advised from time to time by my agents at 
Ottawa that these negotiations were »roceeding and on 
Friday last a dispatch c..me from Ottawa that the railway 
companies had made application for confirmation of an 
agreement which they had made with the Imperial Oil Company 
and the McColl-Frontenac under the “agreed Oharges Act," 

SS 10 mey loosely be calied. IT am going to ask my agents 
if these are the proposals which were pending and which we 
were asked to await before pressing on for a public hearing, 
and then I will have to come to some conclusion whether or 
not the public hearing should proceed nevertheless, whether 
that fairly meets the situation or not. The whole ne tter 

is very much alive, as far as I am concerned. 

THE CHATS MAN: Does that which hes pbecn argresd yon 
cover the rates in Western Canada? 

MR.e FRAYVOLRY: The rates in Yestern Canada. 


aS a matter of fact, you may be interested to know ir. Cottle 
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worked something out and he said it would make a difference 
in the tank waggon price in Edmonton of 4/10 of a cent. 

I have not much question about it but that Mr. Nolan's 
client will have these savings in freight rates reflected 

on the tank waggon. They have always done it before and 

I imagine that will he done. That shows the importance of 
it to the Commission and we will keep you very “ell informed 


on the whole thing. 


(Page 11,386 follows.) 
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MAJOR LIPSETT: Is that Limited to a certain 
distance from Calgary. 

MR. FRAWLEY: Yes, it seems to be limited 
to 4270 miles from Calgary. Of course, that would take 
in the whole Provinese of Alberta very easily, 70 miles 
north of Edmonton, it would not carry it into the Peace 
River countrye 

MAJOR LIPSETT: Is there any help in getting 
it towards “.innipeg? 

MR. FRAWLEY: lio, it is only from Calgary. 
It is only from Calgary at the moment. That is why, 

I must not be saying too much, at the moment the 

despatch would seem to indicate that it is confined to 
Calzary. Now, if that is so, it does not affect 

that of which you heard last winter, namely the apparent 
discrimination against Moose Jaw and regina refineries 

in fgvor of the movement from Sarnia through Fort William. 
It would not appear to touch that at all, so that is why 
I must fing out a great deal more about it but I will be 
glad to keep you informed about it alle 

MiadJOR LIPSETT: So far as you know it does 

no affect Moose Jaw or Regina refineries at all? 

MR. FRALEY: No, certainly so far as 

Mre Bishop's despatch is concerned, it just said "out 

of Calgary". These charges were out of Calgary and 

on refined products of course but out of Calgary, not 

out of Moose Jaw refinery and of course, you will observe, 
I observe with interest that the British American Oil 
Company wos not ineluded at all so it would not affect 


their movement out of Regina to ‘sinnipeg apparently or 
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out of Calgary for that matter because apparently in 

that agreed charge you must agree to give all of your 
traffic to the railway companics, I understand, or you 

do not come within the Statute. 

THE CHAIRMAN: Could that be Put in for 

one company, that kind of agreement? 

MR. FRALEY: | Yes, that is just it, 

Sir, and apparently only the British American O11 

Company and the McColl .Frontenac ---- 

MR. H&RVIE: You mean the Imperiale 

MR. FRAWLEY: The Imperial and the 

McColl Frontenac have made an agreement so far and 

then it must go to the Transport Board for approvale 

THE CHAIRMAN: All right, Mrs Bronsdon; 

sorry to interrupt you but you too are interested in 
freight matters? 

Yess 

MjJOR LEPORT?: Is that confined to refined 
products or does it include crude? 

MR. FREWLEY: No, certainly the despatch 
only talks about refined productso 

MR. HARVIE: I think, Mre Commissioner, 
there are general negotiations going on by the oil companies. 
Mr. Bronsdon may have something to say on it and the negot- 
jations have not terminated by any means EI understand. 

MR, FRAWLEY: No, and as Mr. Harvio says it 
is on account of these negotiations of which I have been 
told that I was requested to delay the hearing, on account 


of they may not be, they may not have led up to an agreement 
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at all as yete 

WITNESS: I might say, speaking on 
behalf of our Company, that we are now negotiating with 
the railvays with regard to reduced rates on refined 
products and that, subject to minor adjustments, we 
expect to enter into an agreement with them something 
Similar, along the lines of the Imperial and the MeColl 
Frontenac, They would be reduced rates out of Moose 


Jaw and falgarye 


REFINED OIL 


b 


MR. HSRVIE: Moose Jaw and Calgary? 
YES o 
Th NK CLR 6,260,406 Gals. 639, %3.87 10.22 
JOBBER 
Dedue tions 
Preight 16,882.23 onl 
Sales Tax __ 47,556.05 o 76 
Total Deduction _ 64,258.28 1.03 
Net xealization 575,745.09 GieilG 
TOTAL GacsOLENG 19,186,731 Gals. 2,982,894.87 15,55 
Deduc tions 
Freight 456,257052 Beal 
Seles Tax 145,147.73 «76 
Fotal Psduction 061,679.49 5293 
Wet Reakization 2,401,519.62 Leeda 
Ti WK WAGOW 482,585 Gals. 104,455.46 £1268 
MR. FRAWLEY: That is what you call coal 


OLine Lumens tings oll? 


Kerosene. 
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REFINED OIL QUaNTITY AMOUNT Gat 
TANK i_GON 482,485 Gals. 104,555.46 21.635 
Deductions 
Freignt 20,056.68 4.15 
Sales Tax 4,052.03 84 


Total Deduction 24,108.71 5.00 
Net Realization 80,246.75 16.63 


Ox 
J OBBER 147,651 Gals. 18,743.30 12.69 
Dedue tions 
Freigat 595638 040 
Sales Tax 1,240.62" 84 


Total Deduction 1,853.65 Le 24 


Net Realization 16,909.65 11.45 

TOTAL REFINED OIL 630,036 Gals. 123,098.76 19.54 
Decaguctions 

reight 20,650.06 3-28 

Sales Pax 5.292630 284 

Toval Deduction 20,942.56 4.1% 

Net Realization 97,156.40 15.42 

DISTILLATE 

TANK WAGON 822,588 uals. 122,091.59 14.90 
Deductions 

Freignt 29,405.44 Ae57 

Sates Yax 59,204.56 64 


Total Deduction 34,670.00 46a 


Net Realization 87,921039 10.69 
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DISTILLATE 
TANK CAR 

oF 

J OBBER 


Deductions 
Freight 


Sales Tax 


Net Realization 


TOTAL DISTILLATE 


Deductions 
Freight 


Seles Tax 


Net Realization 
FUEL OIL and 
BUNKER "Cc" 
BY TANK “S4GON 


Deductions 
Sales Tax 


Net Realization 
BY TANK C&R & 
BURNIBGS 


Deductions 
Froight 


Sales Tax 


Net Realization 


Q MR. FRAWLBY: 


Car & Burnings"? 


= 11,590 - 

QUANTITY AMOUNT 
445,672 Gals, 45,552.57 
LOeoo 
2, 80a e00 
Total Deduction 2,862.88 
22,689.69 
1,268,260 Gals. 168,145.96 
29,416.02 
8,116.86 
Total Deduction Si rraterer (ete! 
130,611.08 
98,742 Gals. 8,471.40 
me 466450 
8,204.80 
2,779.567 Galsae 96,456.18 
OST 9h ta 
7,406.01 
Totel Deduction 11078668 
85,057.50 


PER 
GéLe 


What doss that mean "Tank 


bj "Burnings" refers to tank fuel burned at the refinery 
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and this is where the credit appears for the charge 
which we show under the refining costs. 

It is a sale, as it were, by the marketing department 
to the refinery? 

Tha tiis. correst. 


QUaN?TITY AMOURT 


TOT:L FUEL OIL & 
BUNKER "eC" 2,878,309 Galso 104,907.58 


Deduetions 
Freight 3, 9a0eL? 


Sales Tax (PAE LOE 
Total Deduction 11,645.28 
Net Realization 935,262.50 


MAJOR LIPSHT'T: How do you reconcile that 
figure, Mr. Bronsdon, with the figure in 476 (e), for 
this refinery fuel, it is »112,114.007? 

Well, sir, in "476" (6) that is an estimate for 1939 
and the price was, in that estimate was 96.3 cents 
per barrel. Wow the fuel oil burnings included in 
these figures for 1938 included fuel oil burnings at 
Coutts, Tuel ofl burnings at. the I. 0. in Calgary and 
fuel oil burnings at the Bell and the average figure 
works out at 1.0347 cents per barrel. 

MR. FRAWLEY: On "476" (e) ean we write 
in there "refinery fuel varies as shown", can we write 
in at what figure per barrel, 96 something? 

96.2 cents is the figure used in the 19359 estimate 
but the average figure uscd in 1938 was 1.03 cents, 
1.0347 cents to be exact. 

That figure is not here. We would have to work that 


figure out, would we? 
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3 It is ineluded there, ir. Frawley, with the other 
sales. 

Q. MR. Hi RVIE: _it is part of the 
$96,446.12 realized? 

4 Yes, that is correct. 

Q MR. FRAWLEY: I renlize what you are 
doing, you are lumping all of your 1938 refinery 
operations, you had an operation at Coutts, now 
discontinued, you had one av the Bell, that is now 
largely discontinued, altogether perhaps? 

Yes. 

Q Then you had the Calgary operation where you paid a 

certain fee to the Imperial? 

Yese 

4nd by the way, apropos of that, you show Imperial and 
Calgary on one of these statements, just what dnes that 
mean? 

& Which statement do you refer to? 

Q It is "Imperial and Calgary" on 476 (a)? 
Well, the “and™ is a typographical error, it is 
"Imperial Calgary". 

Q That is just "Imperial Calgary"? 
YeSe 
Now, you are putting altogether all of your refinery 
operations in 1938 and then are you going to show them 
eontrasted with your marketing operations and your 
marketing costs or work them into your total picture, 
I suppose you are, of course? 

F Oh, yes, we sum up the refining eosts and then inelude 


them itn arriving at our net results for 1938. 
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Q Yes that is true, yes, you show then in your submission 
your net results in 1938, which shows on the manufactur- 
ing Gide some Coutts, some Bell and the Calgary process- 
ing agreement and thon on the marketing side your 
marketing, now the Coutts products were marketed only 
ih a certain area of the provines? 

Just in the economic area surrounding Coutts. 
Largely what we noe been calling "the southern fringe 
of the province"? 


Pe) That is right. 


Q The Bell operation was chiefly a limited one, Limited 
Over 
B Calgary and the surrounding territory. 


Q And then would the British American, would the Imperial, 
what the {Imperial made for you, you sold all over the 
Province? 

A That is corrects 
However, you are going to show the whole business I 
suppose? 

) MAJOR LIPSETT: Mr. Bronsdon, from "476" (a), 
you show the total fuel burned in 1938 as 475,895.80? 

A That is correct, yese 

Q Now what is the basis of increasing that to $112,814.00 
in your estimates for 19397 

m1) In the new refinery. Mr. Commissioner, we will use more 
fuel oil. I think that will be necessary and if you like 
I will make up a statement showing the quantity. I have 


not the quantity included in the value on Exhibit "476" (6). 


I just do not have the quantity at my fingertips. 
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I would be glad if you would explain that. 

Yeso 

Does that 1938 figure in "476" (0), inelude any 
sales to the railway companies of this fuel oil and 
bunker oil? 

Beg Pardon? 

There are figures in "476" (o) representing fuel oil 
and bunker "C", do those include any sales to the 
railway companies? 

No. sir,there are not sales in those figures to the 
railway companies. 

Mi. FRSWLEY: sold in tank car quantitios, 
you said to some stationiry plants in Purner Valley? 
YSsu 

Do they take it by tank car. you call it tank car? 

No, I say tank truck. 

Where would it be shown, in these tank wagon sales, in 
the 98,000 gallons or rather in the 2,009,000? 

Well it is shown under the caption of tank car although 
we are treating large truck deliveries as tank car, 
permanent tank car deliveries. 

MAJOR LIPSETT: 4nd there were in fact no 
tank ear deliveries at all in 1938, Mr. Bronsdon? 
Well there may have been, Mr. Commissioner; 93,000 
gallons went to the Great West Distributors and 54,000 
gallons shipped into the Edmonton division, that was 
probably by tank caro 

That would be tank car? 
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So what is the explanation then, Mr. Bronsdon, of 

the very large discrepancy between the tank oar, 
8.58, and the tank wagon of 3.47, there is a 50% 
reduction? 

Well, in the tank wagon, the quantity in the main 
shown as sales under tank wagon, there is included 
domestic fuel oil. On our records we do not separate, 
we have no separation between domestic fuel and the 
bunker "?", on our tank wagon deliveries. 

MR. FRAWLSY: You meén breaking down 
the 98,000 gallons, could you do that to show where 
that went? 

Most of that is sold at 8 or 9 cents a gallon, 9 
eents a gallon. That was shipped apparently all over 
the province in small quantities. Ynu see there are 
270 gallons shown at acadia Valley, 45 gallons at 
Carstairs, 270 gallons at Craigmyle and so on, all 
over the territory. 

I would not want you to bother with a breakdown of 
that then. it is used, is -1t, 1t issnot of courses the 
Diesel stuff at all, that is under another heading 
altogether? 

Yese 

Light. fuel. oil? 

YESo 

But I had an idea that it was only used in railway 
locomotives except ---- 

Well there are two grades of fuel oil included under 
this caption. 


You have fuel.oil and bunker "C"? 
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ve) There vis fuel oil in there running from, in gravities, 
ranging from 12 to 38 grevity and as there is not very 
much of it sold, why, we have not felt it worth our, 
worth the effort to keep it separate, 

Q@ Bunker "C" is a marine expression, is it not? 

4 YeSe 

Q dnd none of it sold really to that trade here? 

A &@s bunker "C", not strictly speaking, no» 


( Go to Page 11,397 ) 
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MR. COMMISSIONER LIPS"TT: Just what I had noticeé 
was the variation in the prices, in the tank wagon price 
and the tank car price? 

A Yes, quite right, Mr. Gommiesioner. The answer is that 
most of that 98,000 is light fuel oil. I can give you a 
SpLlit-up Of that figure. if you like. “At Least, 7 will 
endeavor to. 

MR. FRAWLEY: It is: Diesel, then. 
Diesel is really in here? 

A Stee Lien ue orl, domestic fuel, 

Q There are a lot of Diesel stationery engines in 
small town lighting plants certainly in Northern Alberta 
and that is where it would go, I suppose. That is Diesel 
fuel, then. There is no other class for it, so 1t must 
be there’ 

A I am not sure of that, Mr. Frawley, but I will get a break- 
down for you. 

ALL right? 

MR. COMMISSIONER LIPS&STT: Just something that will 
explain the difference in that figure of 98,000 gallons 
and the 2,779,000 gallons that were sold at 3.47% 

A Yes. “fe will give you a statement, Mr. Commissioner, 
explaining that. 
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Net Realizstion 


TOTAL ALL PROLUCTS 
TANK ~ sGON 


Deductions 
Freight 
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Net Realization 
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Net Realization 


TUTAL - ALL SALTS 


Deductions 
Freight 


soles Tax 


Net Realization 


- 11,398 - 
PER 
QUANTITY AMOUNT Ga. 


044,699 Gals 440,598.59 80.89 
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349,951.48 64.25 


18,418,254 Gals 3,197,009.37 17.36 
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“e submit Stetement 
Exhibit "476" Marketing Costs, Province of Alberta, 
Year 1938. It may not be necessary for me to read this 
Statement, Mr. Chairman, as it was duplicated in lfr. 
Miller's evidence. It is repeated here in order to give 


continuity to the figures. 


THE CHATRMAY: All right. Now Major Lipsett 


Suggests you put in the final figure there, Mr. Bronsden? 
There will be no trouble for me to read it out. 

MR. COMMISSION@R LIPSSTT: Just the final figure, 
Marketing Costs, Province of Alberta? 

Marketing Costs, Province of Alberta, Year 1938, the total 
Marketing Expense was 610,808.37. Those are the direct 
expenses directly incurred in the province. Theremust be 
added to those figures further figures as explained in 
Wxhibit “476 Q@". This covers a schedule of the general 
administration expenses anplicable to the Marketing 


Department, Province of Alberta, 1938. 


Advertising H 24, 9oe.Le 
General =ngineeringe Exnense, Toronto 4,645.16 
Traffic Department, Toronto, "xpense 4,656.20 
Purchasing Denartment, toronto Expense 2 406254 
Legal =xpense yeh Oma 
Executive, Sales and Accounting Depart- 
ments, Toronto 9 005.93 
Bank and Debenture Interest Le, Los on 
Do pOOOs eas 


To which should be added the total on Schedule 476 FP to 
give the grand totel of the marketing costs which amount 


to 670,395.20. Then there is also added Dominion ana 
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Provinelal income tax $89,659.85, making a total on 
schedule 476 Q of $149,246.78. 

I then: relter-1o {xpi ole 
"476 R", This Exhibit is se summary of the manufacturing 


and marketing operations in the Province of Alberta, 


Gallons sold 29,573,524 gals. 
Gross Sales OO, 0bes OL eeoe 
Less: 

Freight — 608,892.61 

Sales Tax 167 7820.59 

Marketing Costs O70 od Os pO 


Costs of Crude 
& Mfg. 2,049,299.05 


Income Tax 6,059 .85 3,580,073,40 


Net profit available for 
contingencies, obsolescence, 
sinking fund provisions 


and dividends p 626,844,457 


MR. FRAWLEY : Would you mind me inter- 
urpting you for a moment? Going back to Exhibit "P" and 
Tee LOU peiptaly add those together some pnlaee, I think. 
You did add them together in your evidence, but I do not 
see where you carried these two totals on? 

A Schedule 476 F is the total marketing expenses, direot 
expenses incurred in the Province of Alberta, and totals 


&$610,808.37. To get the total marketing costs, we have 
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to add to that the sum of ~o9,586.93 as shown on 
Schedule 476 Q. Those are marketing costs applicable 
to the Province of Alberta, but not direct costs. They 


are costs thet arise at the Head Office in Toronto. 


Yes? 


& 


A You add those two figures together and it gives a total 
marketing cost of $670,395.30. 

Q And then that is the figure that you have in 476 R? 

A Thatvls richt. 

Q MR. COMMISSION=R LIPSETT: Just to keep that Summary 
complete. What is the manufacturing figure taken from? 


What is the number of that, Mr. Bronsdun, do you hapnpen 
to have it? 
476 Le 
Q Oh, yes: 
In arriving at the above 
calculated return on investment, arbitrary division of 


overheads, etc., have been made which are much more 


favourable in amount than that obtainable under an 
independent operation in Alberta. 

Lt. Ls our Opinion a iew.s 
had a separate comnany entirely, a separate incorpora- 
tion in Alberta, that we would not get the advantage of 
the pooled over-head and administration costs, and 


therefore the net return would be less than the present 

operation. 

MR. FRAWLEY: In a word, you think that 
the figures on 476 q would be higher? 

A Yes, that is right. 
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sume mention made of it the other day. It was a little 
surprise to some of us to find your advertising figure 
was so much. That only may be that we have not been 
following closely enough your advertising programme, 


but a lot of it was for radio. Have you a consistent 


daily radio programme throughout the Frovince of Alherta? 
Yes, we broadcast the Jimmy Allen programme from Calgary 
daily, five days a week, and also through the Edmonton 
station. 

Is that an original programme, or a transcriptinn? 

itis a transcription. 

One obviously contrasts it with the Texes advertising 
costs. They have, as you know, 15, I do-not know how 
many minutes a day it is, perhaps 30 minutes and perhaps 
more, of a News Broadcast every day and three times per day 
I think. And we were noticing the other day it did not 
add uo to as much as yours. It is merely a circumstance. 
You may be paying more than they are. That is where the 
money goes. It is the Jimmy Allen programme for ohildren 
that you broadcast once a day from Calgary and once a day 
from Edmonton? 

Yes, Our radio expense is the Jimmy Allen programme 
Return on Capital Imployed: 

Total Investment in the Province of Alberta 
applicable to sales in Alberta, being the 
net depreciated Value of fixed assets, plus 
working capital $2,911,757.61 
Percentage earnings to capital employed, as 


determined by method described 11.22% 
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MR. FRAWLEY: Just what do you mean 
by the method described, already described, I suppose 
it means? 

The next paragraph will exrlain that, Mr. Frawley. 
All right? 

The rate of return on 
capital employed for the year 1938 shows a more favour- 
able result than prior years due to the benefits we 
obtained from the Imperial Processing Contract without 
the employment of the additional canital required to 
own a refinery. This picture will change in 1939 when 
gl,617,000.00 must be added to Capital employed to sover 
the cost of our new refinery at Calgary. If the same net 
result is obtained in 1939 as was obtained in 1938, 
our return on investment will be 7.22%. It is not to be 
expected, however, that we will reach the 19388 figure for 
the reason that selling prices are lower in 19359 than 1938 
but relatively the cost of crude oil has not decreased 
as much. A statement is herewith submitted adjusting the 
trading results of 1938 to conditions as they exist now, 
showing that on today's prices and costs the net profit 
in 1938 on the same volume of business would have been 
$265,980.97, instead of +326,844.57, a reduction of 
$60,863.60, or, expressed in percent of capital employed, 
@ reduction from 11.22% to 9.13%. 


T would like to refer now to Exhibit "476 S" and "Tr", 


MR. HARVIE: Just before you leave that, 


would there be 8 similar reduction of how much if you 


included the new canttal investment? ‘What would the return 


be? 
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MR. FRAWLEY: He has done that up above, 
MR. HARVIRG No, he has not. You say 


you reduce your rate of return from 11.22 to 9.13 by 
adding new capital investment? 
MR. CONMISSION™R LIPSETT: Would not that be due to 
the volume of busire ss? 
MR. FRAWLEY: The “bi 2e too * Loe se 21 vie 
eid era Tome nemt reduction in prices? 

A I will have to figure that out. 
MR. HARVIE: Ves sN TALL right lox hover 
you might have it there. 
MR. COMMISSIONER: LIPSETT : fs your point, Mr. Harvie, 
that on that amended basis the new figure will be 
$265,980.00, and that would have to take care of the 
additional captial investment as well? 
MR. HARVIE: Wells sites just oeameade 
the statement that this picture will change in 19358 when 
pl,617,000.00 must be added to the capital employed to 
cover the cost of our new refinery at Calgary. If the 
same regailt is obtained in 1939 that was obtained in 
1938, our return on investment will be 17.22¢. 
WR. COMMISSIONER LIPSETT: Yes, that is on the net 
result of the $326,844.00. 

A The figure would be below 7.22. 
Lin. eELARY Lt. 3 Yes, that is what I mean, 

it will be again a reduction on that. 

MR. COMMISSIONER LIPSETT: That is what I was asking 

Mir. Bronsden about. 

MR. FRAWLEY: You can work out something 


suoplementary to that? 
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A 476 S and T, 476 T, I would like to refer to thet first 
as it covers the details that are summarized on 476 S. 

On this Statement we have taken the 1938 sales in the 
Province. We have priced them at the selling prices in 
effect on May 1, 1939, that was the date on which this 
Statement was made. By deducting the freight back tn 
Calgary and deducting Sales Tax giving the realization 

at Calgary by products on the 1938 sales as at prices 

in effect May lst, 1939. 0n Exhibit "476 S*" we have made 
any adjustments that would be necessary in our costs show- 
ing that the net results, after adjusting the cost of crude 
and sellhing prices to those in effect as at May 1, 1939, 
that our net profit available for sinking fund’ provisions 
and contingencies and dividends would have been $265,980.97, 
in place of the amount actually shown for the year of 

#326 ,844.57. 

Q MR. COMMISSIONER LIPSETT: Is that caused by the 
reduction that came into effect last year, about the 
middle of the year, Mr. Bronsdon? 

A Yes, on June 2nd, 1938, there were reductions in the 
tank wagon prices over the provime varying from I think 
4/10ths of a cent to 14¢ a gallon. ‘e have given effect 
to those reductions in this figuration. 

Q In other words, your 1938 figures in 476T were based on 
the higher price for half the year, and the lower price 
for half the year? 


A That is correct. 


Q Now, when you sare translating that into 1939, you are 
adopting the lower price for the whole year of 1939, the 


lower price basis? 
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A 


This is still 1938 but we are just adjusting the 1938 
figures to show what they would have been had conditions 
IVA OS.. MMOS Ps nee 

TH! CHATRMAN : Had been what they were 
after the reduction? 

Had been whet they were after the reduction, yes. 


MR. COMMISSIONER LIPSHTT: Yes. 


(Go to Page 11,407 ) 
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[In our costs, we have in- 

cluded a depreciation charge using the straight line 
method of depreciation on the original cost. The average 
rate used in these figures is 5.08%. In arriving at the 
capital employed in the Province of Alberta, we have taken 
the total original cost and determined the amount of de- 
preciation reserve to be decucted, by using the average 
rate of 5.03% for each year the asset has been in use. On 
this basis we have determined that the capital employed in 
the Province, applicable to sales in the Province, was 
o8,911,757.61 and that the percentage of earnings to such 
capital employed in the year 1988 was 11.22%. 

| While we have submitted our 
figures of percentage of earnings to such capital emploved, 
on the basis of net depreciated value, as we understand the 
Commission wish it presented in this manner, we strongly 
feel that stating the earnings in this way does not actually 
reflect the true position. In figuring earnings on the de- 
preciated value, the earnings show a very low rate Of return 
when the equiprent is new and a much higher rate of return 
after the equipment has been in use for a number of years. 
We would suggest that a more satisfactory basis would be to 
use the sinking fund principal by establishing a rate that 
would amortize the plant over its aotual life. 
THE CHALRwAN ; You say the Commission required 
something to be done there. we are here to learn and if you 
have any better way of doing it than anybody else has we want 


to hear it? 


Probably we should have said there "the Commission 4Accountant 


requested it”. 
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The method of using bork 
value of capital employed, based upon a depreciated value 
of plant, is open to many serious objections. No company 
endeavours to set up its recordson a strict and ideal basis 
of depreciation accounting, many of the renewals to plant 
being made out of maintenance expense, and replacements 
are often made from surplus account. Further, plant may be 
written off long before the completion of its useful life, 
or rates of depreciation may not reflect the true life due 
to difficulties in ascertaining same. This is further em- 
phasized when revenues from operations are not sufficient to 
meet all costs in any one location. 

Depreciation is something that 
is consumed in the operation of Plante In the event that it 
should temporarily have been used for extension or improvement 
of Plant, when required for renewal or replacement of plant, 
it must be provided by accumulated charges to operations based 
on plant investment, or new capital must be provided for this 
purposes Public Utilities operated on a sound basis, usually 
provide this reserve from operation based on a Sinking Fund 
basis of return on funds in the reserve and maintain thelr 
fixed capital upon 100% basis for return on investment until 
same has been written off by amortization through the pro- 
vision of a Sinking Fund or from surplus as abandoned through 
depreciation. In the latter case, the business terminates 
or that part of plant does not function further. 

In connection with our net 
earnings of /326,844.57, we would point out, from this net 
incOme available from our operations in ..lberta, reservea fer 


the following risks should be provided, or sufficient remain 


a 


of 


He He Bronsdon 


ae ae ays 0 
C4 
3 
in surplus to take care of Same. 

l. «A provision for sinking fund, reserve and amor- 
tization requirements on our debenture issue, 
which amounts to %722,000.00 each year for the 
whole of Carada. 

Q ib JOR LIPSET?: How long does that take to 
amortize the investment. .:ir. Bronsdon? 
A How long does it take? 
| Q Yes, what is the amount of the debenture issue? 
A There is presently outstanding about 63 million dollars, 


8 or 9 years would amortize it at that rate. 

26 Contingency heserve to take care of extraordinary 
losses occasioned by Force iiajeure not previously 
accounted for by insurance, such as explosions, 
tornadoes, ana other losses beyond the control of 
the Gompany. 

In some cases, Gorporations 
set up funds or reserves to take care of this loss, and 
also insurance, out of previous surplus, and it is not shown 
in operating expense» Ordinary insurance, in the company's 
case, has been charged to operating expense and contingen- 
Gies must be provided for out of return on investment. 

S. Obsolescence = the writing off of capital before 
the completion of functional depreciation such as 
brought about by changes in crude supply, advance 
in the art of nmeanufacture of gasoline, improved 
specifications of products, eta. 

4. Business risks or stabilization fund. Provision 
for the fluctuation of the volume of business due 


to variation in trade brought about by depression 
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4 
prosperity, crop failures and credit loss. 

Oo Return on capital, dividends to shareholders. 

The rate of return on in- 
vestments or capital employed has varied very widely due 
to the volume of markets in Vestern Provinces, as shown 
on the attached table. 

The attached table refers to 
Schedule "476" (U). This is a statement, capital employed, 
net earnings and return on investuient in the Province of 
Alberta, the British American Qi1 Company, Limited, for a 
Mame, yoari period a loeceto 19467 inclusive. It shows. that 
our average percent of return during that period is 3.90%. 
The figures also reflect a little of the depression period; 
1982 we suffered a loss in our operations in that year of 
~40,889.28; 1933 there was a loss of »59,6024.25. The 
average for the nine year period 2.90%. 

Q MRe FRAWLEY: You have not 1988 in here, 
have you, just so that we would have 1968, would it be a 
great inconveniense to make a supplenentary statenent 
giving 1933? 

A We can add 1988 for you. 

We have specifically given a 
few of the important hazards as enumerated above, apnlying 
to. Western Canada, particularly, first, the uncertainty of 
the supply of crude oil: second, the possible effect on the 
consumers of increased costs of raw material; third, this 
industry is subject in a high degree to the hazards of obso~- 
lescense of its refineries and other plants by reason of 
changing sources resulting from new discoveries. 

Further, it is impossible to ref- 


lect the cost of doing business over a period of the future 
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by any one year's marketing costs due to the many unknown 
factors entering into conditions surrounding the petroleum 
industry. This has been fuliy illustrated in the past by 
the available markets through the prosperity and depression 
years, the cost of crude, the improvement in roads, com- 
petition, obsolescence of facilities and many other factors 
too well known to be mantioned, common to industry, and the 
results of 1938 should be adjusted for the average cost of 
ten-year period. 

The Company, in its operations 
in Alberta and the ‘Jestern Provinces, has experienced very 
definitely many of the above risks in carrying on its business 
in the distribution of Petroleum Products. Functional obso- 
lescence has been very evident and during the four years end- 
ing December, 1928, the Company, in the Vest, has written off 
¢ 250,000.00 of plant cost due to functional obsolessence. 
Moose Jaw was originally designed to process Miid-continent 
crude. The bringing in of Cut Bank required a change in 
plant to utilize that crude and again, on Turner Valley being 
available. excessive changes had to be stlade which are not all 
completed to this day. In the oase of Coutts nefinery, the 
change to obtaining our Petroleum Products fra Turner Valley 
crude and the construction of the new refinery at Calgary, 
will necessitate the writing off of over ¢250,000.00 invest- 
ment at this refinery and approximately 4100,000.00 in pipe 
lines constructed to transport crude to Coutts. There 18 a 
further possibility that owing to conservation, our Absorp 

tion Plant and pipe lines at Turner Yalley may have to be 


written off, originally costing over %¢50,000.00. 
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The graph submitted by our 
General Sales anager on volume of business for 1928 to 
1968, has further illustrated the progress and changes re- 
quired in the distribution and marketing of Petroleum Prod- 
ucts in Western UCanada. These changes are brought about by 
changing conditions beyond the control of the industry. No 
roads in the beginning required one form of distribution and 
as roads and other transportation facilities have been made 
available, other methods had to be adopted, requiring the 
scrapping of plant and new schenes evolved to meet the new 
conditions of distribution. The new scheme of distribution 
now adopted by the Company will mean an expenditure of 
g1,250,000.00 to replace the old, with no compensating in- 
crease in revenue in the three :/jestern Provinces but will 
provide a materially increased service to our customers. 

The risks involved and the 
experience of the Company due to obsolescence is shown 
above and below is given a further detailed account of the 
substantial changes in capital brought about by obsolescence. 

Obsolescence has been the 
Gause Of a substantial increase in the capital investment 
in refinery equipment during the past twenty years, and 
there are a number of factors that have influenced this 
that can be briefly stated as follows: 

1. Obsolescence caused from changes in specifications 
of motor fuel. 

2. Obsolescence resulting from changes in character- 
istics of crude refined or source of supply. 

3. Obsolescence caused from improvements in equipfient, 
usually inspired by changing specifications of 


products, that require a new type of equipment in 
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order to meet specifications economically. 

4. Obsolescence caused by the depletion of pro- 
duction in a crude field or by the discovering 
of a new producing area; maxing it uneconomical 
to operate at its present location. 

In order to appreciate the 
extent to which the specifications for motor fuel for in- 
ternal combustion engines have changed as a result of more 
exacting and narrower limits of tolerance permissible for 
fuel, the application of this engine as applied to aviation 
is considered. The first flight of the wright brothers 
took place on the 14th dey of December, 1903. It lasted 
twelve seconds and the plane flew a distance of one hundred 
and twenty feet. The plane was powered by an engine which 
the Wright Brothers had to build in their bicycle shop, 
no builder of internal conbustion engines at that time being 
interested in the construction of an engine that would 
develop eight horse power and weigh less than two hundred 
pounds, that is to say, an engine weighing twentyefive pounds 
per horse power. Thirty-five years after the flight of this 
first plane, airplane engines are constructed to develop 
twenty-five hundred horse power and weigh approxinately 
twenty-five hundred pounds, or one pound per horse power. 
Also automiobile engines are constructed of 205 pounds to 
develop 150 horse power. This has meant not only solving 
problems of compression pressures, compression ratios, 
strength and weight off materials, and engine speeds, but 
has required the development of dependable lubricants that 
gan be relied upon in spite of extreme climatic conditions 


to which the equipment may be exposed, and the development 
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- 11,414 - 
of a motor fuel that can be relied upon to liberate con- 
tinuously the energy necessary under the prevailing con- 
ditions, 

Just how the automobile 
engine manufacturers entered into the corpetition for 
better periormame in engines is well illustrated in Chart 
No- 6, Exhibit "476" (V) if you will refer to that sxhibit, 
ire Commissioner, you will notice several very striking 
accomplishments in the trend of American passenger car engine 
designs. You will notice that the Horse Power per cubic 
inch has increased about 78% from 1925 to 1938; in other 


words they are getting 78% more power out of the engine to- 


day than they were in 1925. notwithstanding the fact that the 


displacement curve. which is the lower wurve at the botton, 
only shows a change in engine size of about 8%. 

Using the year 1925 as a ref- 
erence year, it will be noted that the average maximum brake 
horse power of American automobile engines in 1938 was in- 
creased 92% over the year 1925, with only an increase of 8% 
in volumetric displacement. 

Now the brake, the maximum 
brake horse power has reference to the actual power which 
is delivered to the wheels of the car and that has in- 
creased 93% since 1925. of which 785 of that increase is 
accounted for by the increased power produced in the 
engine itself, the rest of the increase is accounted for 
due to improvernents in the carburetor, stream-lining of the 


carburetor. etc- 


The horse power development 
per cubic inch displacement was increased 787. The average 
compression ratio was increased 44‘5. The increase in brake 


mean effective pressure of 32)) represented iaprovenents as 
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well in valves, valve timing, volumetric efficiency, and 
Other improvements in engine characteristics. 

These improvements in autonmo~ 
bile engines were made possible only by the complete co- 
operation of the petroleum refining industry, with the 
automobile manufacturing industry. As the compression 
ratio of an automobile engine is raised, the tendency to- 
ward fuel "knocking" greatly increases. If violent fuel 
"knocking" occurs, the engine loses power and overheats. 
Thus, With inferior motor fuel, increased power and fuel 
economy through increased compression ratio is not possible. 

‘When it is appreciated that 
the general improvements in design and construction of in- 
ternal combustion engines for all uses have been concurrent 
With the improvements made in the design of this engine 
for its specific use in aircraft, it is easy to understand 
why refinery equipment capable of producing motor fuel of a 
certain quality should go out of date so rapidly. Pract~ 
ically every step in the improvement of motor fuel has been 
attended by increased costs, both in capital investment and 
in operation. By 1928 the detiand for increased quality of 
gasoline 2b reached a point which made it necessary to in- 
stal millions of dollars worth of equipment for the purpose 
of reforming the straight run gasoline, recovered fron 
crude by normal distillation processes, by subjecting this 
type of gasoline to a cracking operation. By utilizing 
these methods the refinery could recover fron 75 to 80% of 
high quality gasoline, while but a few years before this 
the original charging stock itself would have been consid- 


ered gasoline of high enough quality. As late as 1926 there 
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were marketed large quantities of gasoline with final boil- 
ing point as high as 450°F. Today it is uncommon for any 
major companies to market gasoline with final boiling point 
higher than 400°F., and frequently the final boiling point 
is as low as 350°F. This has meant a reduction of: from 15 
to 25% in the yield of gasoline boiling fractions obtainable 
by straight distillation of the crude and has meant that the 
refinery has been required to instal equipment of additional 
cracking capacity for the production of those gasoline boil- 
ing ranges as are required today by the market. This trend 
ia very clearly illustrated in Graph No. l. 

That Graph No. 1, Exhibit "4760" 
(vw), this Graph shows+----+ 
MrRe FRAWLEY: It is Graph No. 1, erroneously 
referred to as Graph No. 7+--- 
it “is Exhibit "476" (WwW). This Graph shows and this refers 
to standard grade gasoline, what we call the "Q" brand or 
No. 2 house brand, 1927 the average requirements for oars 
50 octane, gradually going up, 1952 it is up to 64-65 
octane; 1937 it reached 70 octane; 1988 it is around 73 
octane and the tendency is upwards. Keferring back again 
for a moment to Chart 476 (V)-+--~ 
“aAJOR LIPSETT: 71 octane, is it not, instead 
Of) 7Or 
Pardon towels fo rori.769, 16 will be up to 7o for 1953 
rather, it will be up to 7¢. 

Referring again to Ghart 476 
{v) and dealing with compression pressures, the autonobile 
manufacturers tell us that their next step is to force the 
fuel into the cylinder under pressuree It is commonly 


sometimes referred to as super-churging. Now as this is 
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done that is again going to increase the compression 
ratio in the @ylinders and will require a slightly higher 
oGtane gasoline so that is right on the threshhdld, it is 
right before us today, the possibility of the octane of 
gasoline continuing on up to 60 and probably a higher 
octanee They are also now manufacturing aeroplane engines 
which require an octane of 125. 

WR. FRAWLEY: I think you are going to 
find some confusion here, ire Bronsdon, when you say that 
Graph Noe 1 which you said should be marked as 476 (WwW), I 
think that is Graph Noland that was missing, you will 
remember, except it is 476 (G), that is right I think, 476 
(g) that must be it I think, what do you think? 

Yes, that is right. I think I was a little ahead of my- 
self there. - 

MR. FRAWLIY: vie will just correct that then, 
Graph Noe 1, on page 17, in the second last paragraph is 
476 (G)? 


That is correct. 


MAJOR LIPSiTt: Is that at the bottom of the 
page? 
MR. FRAWLEY: No, in the second last para~ 


graph, towards the end of the second last paragraph, Graph 
No. olsiG) shoutd be. 476" (Gd). 

This trend is very clearly il- 
lustrated in Graph No. 1, where a Gomparison is made between 
the total consumption of motor fuels and the method of pro- 
duction. The low pressure vapor-phase cracking equipment in- 
stalled for reforming purposes between 1928 and 1931 became 


obsolete, and by 1935-s6 was abandoned for timt purpose. 
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At the time of installation the industry was aware that 
this would probably be the case, since development of 
new alloys, centrifugal pumps, and instruments would 
make it possible to perform these operations at elevated 
pressures as well as high temperatures, and with an in- 


creased utilization of chemical treatment. 


(Go to page 11,419 ) 
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Just how the petroleum refiners have co-operated with the 
automobile manufacturers is well illustrated in Exhibit 
"476-7", showing the trend in octane numbers of standard 
No. & house brand gasolines as marketed in the United 
States. We know from past surveys that the average octane 
numbers of Canadiah No. & house brand g.solines will run 
somewhat higher in octane than the United States average. 
THE CHAIRMAN : What is the significance of 
those words “house brenda"? 

The significance of the words? 

House brand"? 

Standard brand. That is the standard brand, or the brand 
of the: house. 

And corresponds with what, now. What is that brand known 
as in your org&nization? 

Nevr-Nox iS our house brand Or standard brand. 

and 3 Star Imperial? 


4 Star Imperial would be an equivalent gasoline. 


TR. Towa Lik und fire Chieh, Texas? 
TH: CHAIRMAN: SASH EN 
MR. FRaAWvLsyY: Then when you get into the 


jobber brand, that is something else altogether. You people 
have not any jobber brand, have you. Perhaps while we are 
talking about these brands it might be useful. . You 

have two jobbers, the Bell Refining, who sell under the 

name of Bell, and the Great jest Distributors, who sell 

the same gasoline we are talking about, standard gasoline, 
under the name of Red Head, that is right, is it not? 

Yes. 

And if anybody wanted to purchase, any consumer wanted to 


purchase a tank car of gasoline from you for resale of your 
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Nevr-Nox gasoline, you would put another name on it, 
wouldn't you. What would that name be? 

Our house brand gasoline, of eourse, is Nevr-Nox. gasoline, 
and that has reference to an Ethylised product. If we 
were selling a jobber and he wished to market under some 
other brand name we would sell him Stellarine Ethyl or 
Stellarine. We have those two brands registered for use 

by jobbers who purchase their gasoline from us. 

So that Stellarine is a house brand too? 

Veliov nO, 1 toink there is where the distinction comes in. 
Nevr-Nox is the house brand and Stellarine is the----- 

MR. HiRVIE: The standard grade that you sell 
The standard grade marketed by jobbers. 

MR. FRAWLEY: The same gasoline but it domes 
the house brand gasoline. 

MR. COMMISSIONER LIPSETT: Nevr-Nox and Stellarine would 

be the same quality? 

Yes, the same quality, the same product. and Peerless ithy 
and Stellarine Ethyl wuld be the same product. 

Just a different name for a jobber who wanted to---- 

Market his own gasoline. 

Under a different name? 

Yes. Unfortunately, at the time of writing, the No. 2 
Canadian gasolines have not been averaged, but work is bein, 
directed for the preparation of a Canadian survey average. 
One of the reasons for the higher Canadian average is the 
fact that "Q" srade leaded gasolines were pioneered in 
Canada sore two years before their introduction in the 
Uniteé States. No. 1 Grade Motor Fuels average about seven 


octane numbers above the No. 2 Motor Fuels. 
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MRon HP RaAbsL BY: If this would be of interest 


to the Commission, and I am sure it would, you have 
apparently set out the average octane numbers in standard 
gasoline throughout Canada? 

Yes. 

Can that be supplied? 

I think so. Yes, we will make a note of it and see you 
are furnished with a copy of that report. 

Do you make a lower octane gasoline, just speaking now of 
Standard gasoline, in Alberta, where it is higher than 
you do in Toronto and in the Maritimes where it is con- 
siderably lower? 

You have reference now to altitude, have you? 

Yes. JI think Dr. Brown told us, whether on the stand---- 
Yell, practically there is very little difference, 
practically. Theoretically, there is a difference because 
of the altitude but it is not generally recognized by 
refiners. Our standard brand gasoline marketed in 
New Brunswick is practically the same octane as the 
gasoline marketed in Calgary. 

Do you say you do not recognize the refining theory that 
you have not got to have as high octone? 

I would not say we donot recognize it but we do not cut 
it as fine as that. 

Dr. Brown expressed it this way, that by virtue of the 
difference in the altitude between Vancouver and Calgary 


that it made a diffsrence of about 7 octane numbers, but 


he also said that that was compensated for, either in whole 


Orgin party bythe fact..that in this country we have hills 


to climb? 


Yes. 


SP 7 


< c a = 
he i, = * a e _ “gt 
4 . as ee 5 oe 7 . , 
ee ee CMe a) eee ae: a ap es a hRE che So 
Rrakiet RY Ge HShaw. alit-se =~ i ees athe al eo 
es « Le bt oneal me = 
x RS ft. x so & * os > - s >) be: ote S)° dag eS _ m7 3% 7 
x. n Fi a) . ° J 7 - 
et oN RSX Seane “Kw a rio0 ne : hee ite & Hide aad iad Vv? 
; gies : a . vers 
* a ee = 
2 : z S - - al “s: ry © 
. ng anc Ss 5 a “y = Tas. Se 
oe oak eae rege Seas ss Lee . ; eke as Ss = s 
cbuggs LS Sly sSES Seeeh Sellreve ent fio 298 Yess 7 
} \ : a - 
S ole Sa ee ce Pe a2 == : 
7 ae - q bie ~ _ > 
eahaast ‘ Josie? ie. as ce 
_ e a . 
- seeps. 
7 ‘ 1 _ @ 
> ” 
ee pled, A ee 
ws > > - . - Ps 
oo “aa y 4 a2 re , 
‘ felisaue. © dads SBO 
; ye . . pa = - all 
a % - 4 eA nS eli ae +o ee = =a 
‘ > ~~ Ps - * — ~ e oe a) « 
- sae sae Sos %2-4 fon @ ofee fii0 eeY 28 Apiae s 
see “y x <= . ate ate A - 2. is ee > “ve . 
x : : : : : 
» Be nw ae s ai 2 Las al a aviv Hesk lor t ais 
. . Pa * 
‘ eS: wy ha So Sg leks aot) ®t ea as . ie Pe = 
Bi = Re cae RS OS -HRAGBESS BARE DS seeal & soem pay oe 
| © oa $ . TS: + aa 
¥ sco st AR SSS EG X Sk Ss Ce i te ant #52 2, yvzad fay 7 
- as % » 7 > baal ~~ a - = 
. 2 Lar wear as, Se Se 7 ee oe a 
> ss as * we we Se . _ ~ : 
he ae ee ee Gee ce ce AR ene eee sé 2 +e Biodict-ai Gb; Ta F 
Sil: ie 7 > 
Trerel gitateD ce 
{ Rel 
rs = 
Np ee on = &¢ sy Load os ot x Ae 
Si ray 7 ai $37 a7 Weert s{et sve. £er = 
er 
ba . x 4 
<i *& aj hogs Se ex »% ~ « = ne _ ss ~ = a w 
Say we mea) Red Ske ku is Shit ar hy *, « c \F - i os Pe ed b bes hea ¢ z ‘ wae 
i / : 
, ow ah 
sogghie ots ool OG e Siiagtsebrg tier 
CS Oe eS oe ee ae i» o | > Se Viasoiat aT? 7 s3F . 
* > ~ 
mitahathoth ‘Netett sale ag a > -viteptionoed? << ghleolweatq «© 
’ =» 7 
“ =>. O68 
« ~~ * - £ += s > 7 = a] 
wt ey Ripper cues! = ~ : ote ee | . 
Yl belaygoess LopPiedes don O83 £2 fad sByvioia om ae _ 
: ¥ ; ’ : ; : 
4 a ae 
bs was Aes os + 2s - my ys a . A Bist ~  <€ iy 
| si Ut DS Lakeiete gybad Drebasee mo excl ist 
7 : eng 
' _ i @ ' os a . : - ar - 7 
. " hy» ees nee ae ee ae ox! a Ps y -_ s3e = 
_ - i. » ~ : . Se 
is _ ais ob SABO eR BOS (IEC Oere Se do2weaois See 
. A iad ie PG 
7 — ce > o~ 3 ws r er ett 
7 - ¢ 
‘ <i ~— eC & 3S ea D re 
a yragres Fa BS)itraa sal Foesg, 
- _ e “ oe 
- : “J a =~.) “yee le -% 
We 4 seem ose a - a, = >> 7 Pith, a < 
‘~*~ ers 5 ae Si Mita . ~~? , > a a z5 et. a 4 ae vos = - 


~ 
~ 


. 
Say TNs Cea £ 
; eet. awh ae 
ih<-~ > * 


sister 


H. H. Bronsdon. 


But if we were on the flat, if it was perfeotly flat out 
here and we were as high as we are from Vancouver that 
we could get along with a gasoline with 7 octane numbers 
less. Now, does your company subscribe to that? 
I think the reference that you made to Dr. Brown's 
explaining the difference due to the hilly country is 
probably the answer as to why the refiner in approaching 
the problem from a practical point of view has not found 
it necessary to change the octane number of the gasoline 
marketed in Alberta to a very great extent from that 
marketed in Kastern Canada. 
All right. 
It has long been known that the vower of a given volumetric 
displacement motor could be increased by raising the 
volumetric compression ratios. The raising of the 
volumetric compression ratio also reduced the amount of 
fuel required to accomplish a given amount of work. In 
Chart Exhibit "476-X" is graphically illustrated the effect 
of compression ratio on power and fuel consumption at 
constant engine speed. it is easy to see that anti-~ 
knock quality of motor fuel permitting, the autbmobile 
manufacturer could obtain his flash ear performanes by 
raising the volumetric compression ratio of the 
automobile engine. 

If you will refer to Exhibit "476-X" yau will 
note the effect of compression ratio on power and fuel 
consumption at constant speed. an engine having a ratio 
of 4 to 1, the line on the graph is shown starting with a 
ratio of 4 to 1 and then it shows the increase in power 


and the decrease in fucl consumption as we proceed to 
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higher compression ratios. For instance, a oar having a 
7.5, or we will take 7 to l ratio, that is probably more 
practical, the Hudson car has a 7 to Il ratio, the Hudson 
car would get about 33% inerease in power and decrease in 
fuel consumption as against the older model cars having 
say 4 or 43 compression ratio. hile there has been a 
decrease in the fuel consumption of your oars, most of the 
increased power has been taken up in efficiency of get-away 
and yspeed and so on. ‘Ye will reach a point, I think soon, 
where there will probably be a more marked deerease in 
fuel consumption as they improve engines and automobiles. 
MR. FRAWLEY: And sell less gasoline? 

Yes, the tendency will be to use less gasoline. 

Conourrent with improvements in equipment and methods 
necessitated by changing specifications of finished 
products, there has been a constant and rather rapid 
improvement in the art of petroleum refining, from the 
early batch systems employed to the adoption of fluw 
systems. The result of these changes has been largely 
inspired by the desire to increase operating efficiency 
and to increase plant capacity for a given capital invest- 
ment. This development has been characterized by the 
application of instruments and methods of automatically 
controlling the operations. Tne refining equipment in use 
twenty years ago utilized only the simplest tyres cf 
indicating temperature and pressure equipment, representing 
practically no capital investment; while today fifteen 
percent of the capital invested in a modern plant may be 
required for instruments. This is a result of combining 


the various steps of the refining operation in what has 
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become commonly termed a combination unit, for the more 
efficient utilization of the heat required to effect the 
varlous steps of the operation. Obviously, as technological 
and metallurgical developments are made to improve the tyne 
of heat transfer equipment and automatie control 
instruments, various parts of units may become obsolete 

POLO oO Sire abandonme nt Of the Cperetvion of the inlc ee 
a-whetey Sforvexaiple, in our Toronto refinery, expensive 
instruments and heat exchange equipment installed between 
eb end 1950 havesbeen largely revlaced or abandoned’ far the 
purpose” Porm which they were installed, and repbeced by 
moveterPriclemt,emocern desiens. Tota greater or lesser 
Geeree Gives type of obsolescence has necessitated replacing 
Gr furnaces, towers, and pumping equipment, while the process 


or method of processing may still be fundamentally sound. 


The most serious problem of an economic nature before the 
refining industry is the development of means through which 
total supply of crude oil may be. »rocessed and converted 
into gasoline, lubricants and *uels in’ such proportions 

as are required by the demand: situation and “to avoid the 
accumulation of over-heavy stocks in one department or 


another. 


The answer to the ever-present nroblem, for it has been 
Wit the wndustry shiree or rour'decaces, Lies in the 
widespread upplication of thermal cracking catalysis 

and synthesis. These methods are now new things, perhaps 
too Little understood in their importance by scme, but 
nevertheless the trend has started toward improved 
processes, with important commercial, large-scale 


achievement along with catalytie and thermal polymerization, 
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eyolization, hydrogenation and dehydrogenation -- and with 
the many tools now at hand the refiner is enabled to 


produce that "tailor-made gasoline." 


Thus there are now five o2 the larger oil companies 
actively interested in cracking, and including companies 
and subsidiaries the total is 11 large eoncerns,. The total 
refinery capacity of the five major concerns and their 
Subsidiaries which are now actively interested in cracking 
is 1,400,000 barrels daily. This is reughly 30% of the 
domestic rated refining capacity which has become 
influenced by the advent of this relatively new technical 


achievement. 


MR. FRAWOBRY: This is Canada you are speaking of% 


NOP Mb lope one, Uni ted states, 

The whole. 

THe REFINER has estimated that the domestie industry would, 
in 1939, spend somewhere between (350,000,000. and 
$75,000,000. for catalytic processes, an estimate which in 
all likelihood may prove conservative. 

The petroleum refiner has been able to keep abreast of 
gasoline octane number requirements due to increased use 
of the cracking process,(and the brief refers again to 
Exhibit "476-G") and the ever increasing octane number of 
eracked gasgolines produced hy more efficient methods of 
eracking. Of very great assistance in increasing the 
octane number of standard No. 1 and No. 2 motor fuels 

has been the discovery and use of the chemical tetra- 
ethyl lead. Tetra-ethyl lead is very effective in raising 
the octane number of low or intermediate octane number 


gasolines. Its effectiveness is increased when gasolines 
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are carefully treated to remove certain sulphur s«ompounds 

that inhibit the sood qualities of tetra-ethyl lead 

fluid. Tetra-eshyl lead has a very greatly reduced 

susceptibility to improving high octane gusolines 

produceé by thermal gas polymerization or more severe 

cracking processes. 

MR. FRAWLEY: LP suppose if your, supply on 

Stivyetoe NeW ae rrupted Tor any cause at all, you 

could still go on making Nevr-Nox gasoline. It would cost 

yOu,more, that is ell. is that the situation? 

No, I would sey that might present a very serious problem 

tothe ol andustrys They would probably have to find 

some other chemical element to add to the gasoline that 

would give the same effect as the tetra-ethyl lead. 

UMvaccounw of keeping their costs about the same, Tiere 
nS DOLGUeSt bony yor can make 71L.or 72 octané gasoline in 

Ver plenty hicre wamcel ory without the use of ethyl fiuie?y 

Not with the present eouipment, no. 

Not with the present eauipment? 

No, that requires reforming equipment and it isa very 

empnendive “operatiom. 

The fact is you are actuzlly dependent right now on 

maintaining your place in the market for gasoline, standard 

pasoline,.on the ethyl contract? 

Yes, it would look that way. 

There are companies in the United States, the Sun Oil is 

a great instance that manufactures standard gasoline without 

any Ethyl contract or without the addition of any chemical, 
tetas soy sls i tanot? 

Yes. Of course, that does not indicate, how long they 


will «be able to continue to do that. Conditions are 
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changing very rapidly. 

It is interesting to know, you sey you cannot in your 
present plant, you cannot make standard gasoline without 
theruse ef tetra-ethy? lead? 

Not without going to considerable expense to change the 
equipment, to a reforming operetion and so far our 
knowle dge of the reforming equipment, it is more expensive 
to reform the gasoline than it is to ethylise. 

That hss precisely been my impression, that it is meh 
cheaper. But Idid not understand and I am now learning 
for the first time that you cannot in your present plent, 
that you cannot do the work without capital investment and 
further processing equipment before you can make the 
gasoline you are now making, without the use of tetra 
ethyl lead? 

(es vial torcerreet. Of course, 1b might not take Us syery 
i1one, probably a month or six weeks, to change the 
equipment, but then---- 

But you have just finished, that is a very fine plant nf 
yours down there, is it not? 

Yes. 

You think it is and I am sure everybody else does. It is 
a modern and up-to-date plant in every respect and you 
cannot make 71 or 72 or whatever the make of octane is 
for*standard gasoline. It is about 71 or 72 , is it rot? 
"Se NOW. 

You certrinly cannot make that gasoline you are now 
telling us without meking further capital additions to 
that plant? 

Yes; thet is correct It wuld require a complete change 


of the set-up. Tt is not contemplated at the present time 
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that we would make an octane gasoline of 72 or over by 
any other method than ethylising. 

It is your obvious deduction then that the ordinary smull 
sized Alberta refinery, independent refinery, seeking tc 
get into the refining and marketing of all kinds of 
gasoline, simply could not think of going it without an 
Ethyl contract? 

I suppose that is the proper conc tusion,. 

MR. COMMISSIONER ZIPSETT: Is that your Nevr-Nox which 
is 735 now? 

Yes, Mr. Commissioner. 

YVan you by any method make Ethyl, regular “ithyl gas with 
your present plant, even by refurming the equipment, as 
you mentioned? 

Well, in theory, yes, 1% could be done, in: theory. )j5uy 
the quantity that you would obtain of such high octane 
would be relatively so small that it is not eommercially 
feasible to consider mking such high octane out of 
natural gusoline. 

So the industry for the highest grade gusoline is really 
dependent on the ithyl corporation? 

Oh, yes. Manufacturers of cars recognize that too. They 
realized years ago that they must find some chemical to 
add to the gasoline before they could go ahead making 
cars with these high compression ratios. 

Up to 73% octane or thereabouts, you could get it by 
reforming your plant? 

Yes. Natural gasoline can now be made to 72 octane. 
MR. FRAWLEY: Natural gas? 

I refer to natural to distinguish it from having tetra- 


ethyl lead added. 
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Be i. Peronsdon. 

It would be cracked gasoline? 

Yes. 

And let us add to that, you know of no refiner in Canada 
that is making standard gasoline - well, perhaps you do. 
Do you know of any refiner in Canada that is making 
standard gasoline of 71 or 2 or 3 octane, without the 
use of tetra-ethyl lead? 

Noyrledo no t. 

Does the Shell Company in Montreal, do they not turn cut - 
they do in the United States, they make standard gasoline 
without ethyl fluid? 

4z I understand it, the Shell standard brand is a leaded 
product. 

MR. COMMISSIONER LIPSETT: Does that mean there would be 
no ethyl needed at all in---- that you could get to that 
72 octane without any lead at all, without any tetra-ethyl 
lead? 

THE GHAIRMAN: Not with the plant as presently 
constructed. 

MR. COMMISSIONER LIPSETT: No, but in the reformed plant? 
7e octane out of natural gasoline is a commercial 

possi bility. But it does not commence to keep up with 

the progress that is being made in the automobile. So 
that it requires ethyl lead from the refirer's point of 
view to keep up with the requirements of the modern motor 
CAL « 

Regarding obsolescence as affected by the changes in the 
source of crude supply, this very frequently results in the 
complete abandonment of the eXisting method of chemical 


treatment of refining products, thus necessitating an 
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entirely different type of treatment as well as type of 
plant. For exampie, our Moose Jaw refinery as originally 
constructed was designed for the treatment of Oklahoma 
City crudee By the time the plant was put in operation 
Cutbank crude was available, and the difference in the 
characteristics of the crude necessitated the complete 
abandonment of a treating plant that saw very little 
service and represented a substantial capital investment, 
and a different type of treating plant and chemical 
system had to be installed. To a greater or less extent 
these changes in crude characteristics affect the | 
existing distillation or cracking equipment and frequently 
necessitate substantial alterations of equipment in order 
to economically process the new crude. 
TH: CHAIRMAN: We won't finish your examination 


anyway, So we will stop there. 


(at this stage the Hearing was adjourned until 9:00 A. M. 


Tuesday, 18th July, 1939.) 
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StUatement produced’ py the witness 


Bromsuon .Or Loe Briti on ineriean 
OUL ompany, being’ & Supyrementary 
statement of capital employed, net 


earnings and return on investment... .. 
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Statement produced by the witness 
Bronsdon being a calculation showing 
the difference between the cost of 


lead for Nevr-Nox and Sthyl gasoline... 
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Statement produced by the witness 


Bronsdon, being the balance, sheet, ete. 
of the Bell Refining Company Limited.. 
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Meltabarger being an invoice for 
goods imported into Canada by the 
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EXHIBIT 483 Page 
Statement produced by the witness 
Meltabarger showing the operations 
for the Texas Company - Company 
owned service stations - Province of 
ALBerte, OnLy Toate months, LOSB.s.\. +. pa 0 oa BOS 


EXHIBIT 484 
tatement produced by the witness 
Meltabarger, showing the operations 
for the Texas) Company,- of the L. &. DL. 
Service Stations - Province of Alberta - 
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EXHIBIT 485 
Statement produced by the witness 
Meltabarger, showing the operations 
for the Texas’ Compeny -— of the L. & i. 
SerwLeCemote sous) royincel or Alberta, 
11, months, 1938 (being a breakdown of 
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EXHIBIT 486 
Statement produced by the witness 
Meltabarger, showing the Commercial 
accounts of the Texas Company of Canada..11,509 


EXHIBIT 487 
Booklet showing the Group Life Insurance 
SROwlens OnwE lane tG. Or lempLoyees or 
the Texas OJorporation and subsidieries...11,522 


EXHIBIT 488 
otatement produced by the witness 
Meltabarger for the Texas Oompany of 
Canada showing the cost of operating 
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Bek burl HarTLuy BRONSDON , 
having been recalled: 
WITNESS: Continuing the brief, page 
19, the last paragraph, 

Obsolescence of refinery 
equipment caused by the depletion of a producing area or 
by the ere of &@ new production field, requiring the 
transfer of refining capacity from one area to another, 
has been amply illustrated by the Company's operation in 
Alberta. This economic development made it necessary for 
us to discontinue operating our Coutts refinery, which was 
dismantled, and a new refinery at Calgary was constructed. 
Our investment in our Turner Valley Absorption Plant has 
Likewise been jeopardized by this development. The 
functioning of this economic principle has been respon- 
Bible for the abandonment and dismantling of hundreds of 
refineries in the United States that have been built in 
producing areas during periods of flush production and 
low crude prices, and has contributed to a considerable 
extent to the distressing econoric condition of the re~ 
fining business in the States at the present time. 

In concluding our refiarks on 
the question of obsolescence, we have tried to make clear 
that this term is not used in the industry to indicate that 
the equipment has gone out of style and is no longer fash- 
jonable, but is a result of very real economic factors 
which the industry cust be prepared to meet. In order to 
reduce the hazard of capital invested in this industry it 
is necessary that an adequate reserve be Maintained to 
ueet these contingencies. It is impossible to predict when 


these contingencies will arise, as they say happen with the 
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abruptness with which a new producing field is dis- 
covered, or with the abruptness of development and dis- 
covery of improved methods of refining that make present 


equipment uneconomical to operate. 


Cost of t.esearch It has been part of this 


discussion to show that the process of petroleum refin- 
ining has been subjected to such rapid developments and 
Changes that even the most modern refinery was made ob- 
solete in five years or less time. The continual neces— 
sity for gasoline increase has changed the industry from 
One of distillation methods to one combining cracking, 
polymerization, and chemical manufacturing- Such changes 
within the industry have necessitated the continual in- 
crease of capital investment and the setting aside of 
adequate capital reserves to protect the investing public 
against losses that would result from the company's in- 
ability to neet the ever-changing situation. 

Developiients and inventions 
do not cone by happy accident in the corplicated phases 
of modern petroleum refining. The cost of tlodern progress 
is represented by the cost of research. The american Fret 
roleum Institute's statistical department eatimated the pet- 
roleum refining industry's 1957 expenditure for research, at 
@12,900,000.00 in the United States alone. hile the 1988 
tabulation of research costs is not vet available, there is 
every evidence of a large increase over the year 19067. 
Several new research laboratories were built during 1908, 
and numerous new research projects started. To sieet the 
present trend toward chemicel wianufacturing wethods, re- 


search costs will be deubled or tripled during the coming 
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five years. Conditions of national emergency would mul- 
tiply these costs tremendously. 

In the storage and trans- 
portation of crude oil and finished products there is ine 
volved unknown elements of risk and loss from evaporation 
and fire, problems which have demanded the attention and 
study of a sizeable corps of engineers working to protect 
life and property and to minimize losses which could 
easily anount to tremendous sums with careless and inef= 
ficient handling. 

I+ has been shown fron the 
Gharts showing volume of business for 1928 to 1958, made 
available, that the oil industry in Alberta is particularly 
hazardous through the widely fluctuating markets due to the 
Character of the aajor business in Jestern Canada» A large 
part of our revenue is obtained from the agricultural com- 
munity and it can be shown from records. which makes it 
abundandly clear, thut in tines of declining business the 
purchasing powex of agriculture suffers more adversely than 
that of the industrial population. Further, the distribu- 
tion of the population over & wide area and the absence of 
large cities, tends to increase the price of distribution. 
There is also the problem of credit losses which, during 
the early years of this decade. were very high. 

The following may be summed 
up: 

1. The uncertainties in the operation of the industry 
Han ehe proven high rate of obsolescence ana the 
possibilities of further technical changes. 

2. The Limited market in Alberta in particular. 

3. Fluctuating volume in Alberta as compared with 


other parts of the country. 
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Haviijag in mind the foregoing 
it is submitted that the risks involved justify a high 
rate of return as GOtipared with industry as a whole and it 
is considered that a return of 15% on capital employed in 
the oil industry, as a minimum, is reasonable. 

Q wiite HARV: ur» Bronsdon, you have some 
comments to make on these sudjects which have been dise 
cussed? 

A Yes I haves; and several statements to file. 

You might just go ahead, what is the first one, you might 
just read it to the Commission? 

THE CHATRUAN: Now you are ofiterings<--= 
tine HARVIG: ve are offering a statenent 
showing the break-down of average sales realization per 
gallon and per barrel in the Province of Alberta, showing 
percentage of controllable and non-controllable items for 
the year 1938 with results. 

(DOCUiLNT PRODUCED Hii 


MARKED AS EXHIBIT "478") 


Ng 

THE CHAIRAN: Now this Exhibit is sometHing 
provided at lhir. Frawley's request, is it? 

bike HAKVIL: No, it is just an extension 

and explanation of our own brief, sir. 

WITH ESS: In this statement we endeavour 

to give you a concise picture of the costs and values in- 

volved in the refining and marketing of petroleum products in 

the Provinee of Alberta. The statement is headed "Break-down 

of Average Sales kealization per gallon and per barrel in 

the Provinee of Alberta, showing percentage of controllable 

and non-controllable items, Yeur 1988 results." It seens 


to me that the average man on the street when he looks at the 
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posted service station price on gasoline and mentally mul- 
tiplies that figure by 45 to arrive at the value per bar- 
rel, cannot understand why that amounts to probably seven 
or eight dollars and then Wien he compares it with the 

sale price or the cost of crude at 41.20 per barrel he 
probably feels that there are a number of figures or amounts 
in between those two figures that he cannot understand so 
in this statement we are endsavouring to explain just what 
becomes of the six or seven dollars a barrel that ia 
realized from the sale of gasoline at the pump. Now the 
gross realization at point of sale, including gasoline tax 
Lorhthel year’ LgSse4—-—4+ 

THE CHAIIWAN: Would this permit of your tak~ 
ing a barrel of crude oil. taking the field price of it and 
going on through and showing the consumer why he is paying 
what he is for his gasoline? 

Yes, that is correct. 

That is fine. It is then a very useful statement? 

Now then 19.7 cents per gallon is the average sales 
realization of all the products sold, manufactured and sold 
from @ barvel of crude oi1, which amounts to w6.7095 per 
barrel. 

That is realizing, allowing for the loss? 

Well this is the ercss sale value from the wholesaler's 
point of view. This is the tank waggon sale value. 

MRe FRAWLEY : You are breaking up the con- 
suner's dollar, is that another way of putting it? 

Well the wholesaler when he sells the products manufactured 
from a barrel of crude realizes in total from those prod- 


ucts, including the gasoline tax, ¢%6.7095. 
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TH CHATRiAN: Yes? 

Now he accounts-=-= 

is that based on today's situation, ir. Bronsdon? 

This is the situation that existed in 1938. 

what were you paying for your crude then at this sane 
time that you got, you realized this $6.7095, what did 
you pay for a barrel of crude? 

Our average cost was 41.30 per barrel. 

WR. FRAWLEY: At the well? 

At the well. 

THE CHAT RwAN;: Yes? 

But included in the statement is the laid-down cost at 
the refinery. That figure is inoluded in this statenent. 
VOsyulaveulgucOgtg90Cs sorry tO interrupt you but cL 
would like to follow this as we go along, you were then 
paying {£1.50 at the well and your cost cf transportation 
was what per barrel? 

The cost of transportation, freight to destination is .84 
cents per barrel. 

wRe FRAWLEY: Are you sure that the Chair~ 
man meant that, you mean the cost of getting the crude to 
the refinery? 

THa CHAIR. AN; I meant the cost of getting 
your crude to the refinery? 

Well the pipeage was 15 cents per Varrel, ..re Chairman. 
And that would be 15 cents then, so you were paying really 
@l.45 for the crude at the refinery door? 

That is correct. 


And ado I understand that at the refinery door you realized 


in that year ~o.70? 
No, that figure woulda not be at the refinery door. That is 
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the figure at the bulk distributing point, that is the 
realization on the sale to the dealer. 

iuite HARVIG: ay I suggest----~ 

THE CHAT. AN; You see what I want to get 

at, sire Harvie, if we can get at it? 

wRe HARKVIE: Yes, I think I see your point. 
THE CHALK..AN: we are starting with crude oil 
and I think the public would be interested and certainly 
this Board is in this picture, we start with crude oil at 
¢1.30 in the field and the 198 picture was, the cost of 
transportation to the refinery is 15 cents, that is 41-45 at 
the refinery, he sells that for sone t hing and he realizes 
%6.70, now if we could be shown what goes on in between 
concretely. 

whe HARVIL: I think maybe that is being 
done but in a reverse way; in other words it has been made 

I think quite clear that there is no such thing as a stand- 
ard or a recognized or a regular uniform retail profit; that 
varies at each station but there is more or less a uniform 
wholesale price of all products over the year and I think 
this picture of §6.70 odd is the total realized from the 
sale of all products from a barrel of oil wholesale, in- 
Gluding taxes. 

THE CHATR ANP Jell after you have sold it. 
Mine HAKVIG: Then we back down and show 

how that ¢6.70 18 distributed, first of all in marketing 

and in refining and in pipeage or cost of orude materials 

to the refinery. 

THis CilALiv AN: well go on in your own way. 
JITNESS : Yes, might I suggest we could 


go through the statement and probably it will be clear to 
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you as we go through it. 


(EXHIBIT "478") 


THE BRITISH AMERICAN OIL 00. LTD. 


BREAKDOWN OF AVBRAGK SALHS REALIZATION PER 
GALLON AND PER BAiREL PROVINCE OF ALBERTA 
SHOWING PERCENTAGES OF CONTROLLABLE AND NON- 


CONTROLLABLiG ITEMS YEAR 1938 RESULTS. 


Gross realization at point 


of sale including Gasolene Tax 


Deductions 
Freight to destination 


Taxes 
pales Tax 
Municipal, licenses 
and business (iiktg- ) 
Refinery Taxes 
Income Tax 
Gasolene Tax After 
refunds to farmers, 
etce 


Marketing Costs 
Agents Commission 
Depreciation on Plant 
All other 
manufacturing Costs 


Cost of Crude Oil and other 


materials laid down at Refinery 


Net income available for 
contingencies, obsolescence, 


sinking fund provisions and dividends 1.27 


Controllable Items 


Mktg. 
anufacturing 


aera 


Amount Anount 

Por Gal. PersBpls “Percent. 
Lie Ca ee a oe 100 
24,0 -8400 eave 
4494 Vergy eee] ©) ober’ 
2-49 (8715 12.99 
1.80 - 6500 9.09 
6.07 2«19456 32.70 

24445 62635 

LOY 6.7095 100.00 
Bea 9 8715 e009 

_1.80 «6300 20 oom 
408 1.5015 Aen oe 
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22.38% of Average tank wagon 
price 19.17¢ per Gallon 


xs 4.29¢ per gallon of which 
1.04¢ represents Agents Gommission 
and _.48¢ covers depreciation 
dis De 


leaving 2.77¢ per gallon to cover } 
Manufacturing and iiarketing Costs sew 14.44% 


THE CHAITRNAN: Yess 

The $6.70 odd which the refinery receives from the sale of 
these products, that is the products obtained from a barrel 
of crude, is accounted for as follows-~-- 

ihe HARVIE: You take that figure as 100% 
too? 

Yes, 100%. Freight to destination 84 cents per barrel. 
This covers the cost of transporting the finished products 
from the refinery to destination, that is to the bulk dis- 
tributing branch and delivered into the tanks at those 
points. The refinery then pays in taxes of various kinds, 
which includes salss tax. municipal, license and business 
tax, in connection with the marketing of petroleum products, 
refinery taxes, income taxes. gasoline taxes after refund 
to the faruers has been allowed, a total of ¢1.7290 pex 
barrel, which then gives him for marketing those products, 
which includes agents commission, depreciation on plant, 
and ell other marketing expenses, §.8715 per barrel; the 
manufacturing costs cf the refinery amounted to 63 cents 
per barrel. 

Mine HARVIE: That is p-65 per barrel? 


Dollars per barrel. 
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wRe FRAWLEY: Is that the 1908 figure? 
Yes, that is right. His crude oil and other materials 
cost him, laid down at the refinery, 2.1945 per barrel, 
which leaves the refinery a net income available for 
contingencies, obsolescence, sinking fund provision and 
dividends, .4445 cents per barrel. 

MR. HARVIL: That is dollars per barrel 
again? 


Dollars per barrel, excuse ne, $.4445 per barrel. 


(Go to number 11,441) 


t 


wk 


BiG 


T=-1 


ally 44 le 


H. H. Bronsdon 


r OF © > © & © b 


These different expenditures and the balance left over 
equal the sum realized for the products, namely, $6.7095 
per barrel. These figures have been expressed in both 
cents per gallon and dollers per barrel and percentage 

nf the total. Freight to destination represents 12.52%; 
taxes represent 25.77%; marketing costs 12.99%; manufactur- 
ing costs 9.39%; cost of raw materials 32.70%; and his net 
income amounts to 6.36%. 

MR, HARVIE: You might just read the 
break-dnwn in cents, too, I think, Mr. Bronsdon? 

The break-down in cents per barrel is as follows: Gross 
realization at point of sale including gasoline tax 19.17¢; 
freight to destination 2.40¢; taxes 4.94¢; marketing costs 
2.49¢; manufacturing costs 1.80¢, cost of crude oil and 
other materials laid down at the refinery 6.27¢. Net 
income available for contingencies, obsolescence, sink- 
ing fund provisions and dividends 1.27¢ per gallon. 

THE CHAIRMAN: Taking everything you sell, 
whatever the product be, and you make a profit, you call 
it a profit, which accounts for your profit and for 
reserve contingencies and the like of 1.27¢ per gallon? 
That is correct, Mr. Chairman. 

Now does that take into account everything you sell? 
Everything we sell, yes. 

Converted into gallons, your heavy oils? 

That takes into account......ee-. 

Every product? 

The total sales, yes. 


No matter where you get it? 


That is right. It refers to the figures shown on 
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Exhibit "476 0," total gallons sola by the company 
invéAlberta, .255075,524 gallons: 

You say that this strikingly useful statement has a 

bade ground of support in the Exhibits you and Mr. Miller 
put forward, and justification for them, for this in them? 
These figures express the results shown in our Uxhibits 
in another way, but they are exactly the same figures. 

Of these figures the only items that are controllable 

by the refiner and the marketer is the marketing cost 

of 2.49¢ per gallon and the manufacturing cost of 1.80¢ 
per galion. 

Which ere these? 

Merketineg costs 2.49¢ per gallon and manufacturing costs 


1.80¢ per gallon, a total of 4.29¢ per gallon. Of the 
total of 19.17¢ per gallon the refiner and marketer only 


has direct control of 4.29¢ per gallon of that amount, 
That 4.29¢ per gallon amounts to 22.38% of the average 
tank wagon price of 19.17¢ per gallon, of which 1.04¢ 
represents agents commission, and .48¢ covers deprecia- 
tion. The total of these two amounts 1.52¢ deductéd 

from 4.29¢ per gallon leaves a balance of 2.77¢ per gallon 
to cover manufacturing and marketing costs. This 2.77¢ 
per gallon is equal to 14.44% of the gross realization. 
And the marketer and the refiner in that figure has to 
take care of his refining and marketing operations, which 
includes refinery labor, operating material, fuel burned, 
repair labor, repair material, electricity, water, 


insurance, workmen's compensation, tank car loadings, 


and refinery management. And then in the Marketing 


Department salesmen and selling expense, bookkeeping 
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and clerical expense, and delivery expense and 
advertising, exchange, legal expense, bad debts, 
postage, rent, stationery, heat, light, phone, 
telegrams, werehouse wages, and marketing manage- 

ment. 

MR. HARVIE: I do not know whether 
that answers your Guestion, Mr. Chairman, or if that 

is the picture you wish depicted. 

THE CHAIRMAN: '6ll, yes, but it bakes 
in all products, of course, and your difficulty would 
arise in arvroaching it from the other way in that all 
the things you sell do not come out of a barrel of 
orude oil. Some of it is a prerared rroduct brought in 
fron somewhere elise, and I suprose for that reason you 
have a difficult, if not an imrossible task, to show us 
what a barrel »>f crude oil was converted into and what 
it costs to do so. 

MR. HARVIE: This statement has taken 
the company some time, and they have giver 4 great deal 
of care and thought to the preparation in order to wake 
jt as fair and complete a statement or thet situetion 
as we think it is possible to present. There are diffi- 


oulties, as you sug:est, of presenting it, starting at 


the other end. It may be possible but we question as to 
whether it would be as fair a picture after you finish 
as this presents. 
MR. FRAWLEY: You see, Mr. Chairman, 
this shows a realization of 30.89¢ ner gallon, an item 


lubricating oils and miscellaneous products, as you have 


ot ee eae te: a Sb * e a | 
essed: ited  edtayne Leet: fade | r 
genet). taetl ast ‘nandiecte quai i 
epacacn Sait eiee SRE. RaREM seu esa 
er it Tee al ee ih 2 ed on 
wetted wind Ton 6a N: v Pbk) tag | 
z sie EE ahd obo Pet <-1 ar ,ftobieese Re | 
ate) | ai See rei Be pets teab “ta Ea: tig Pes re 


" 


and i Fug ae 4 \ fe 
; 4 | ! : vy 
pan tiselPPhh TOY Ho... Gemmae toy ’ 
tis tend nt yer eodtocen nee oh stile ye nt sui 


‘ney. ue, sue glee, Fle ob ftee bbe, sane eri 
(Neh haat 
a Be aro 


) 
4) Feats TARO Deen a eee to 08 . +tto 


Giuawed 
HOY Mouse Jom wot Sbo ATA Bas tale oxesivonon wn 


e ae ards tscet 1 


anon’ os bbe a avee ‘1 ovoid 


ho rt ‘ 


- 


none? espa tromnerete <int 


hf 
fer) Jeea9 ie oe ho ayied goa ona vse © 
Sikh 62 Teb4e rik pektes rade tg sa i ie ie 

aot? sate tat a PiSuer pte aps 
~Z'V% #20 @y6d? a? Keougid OF fh | 

TA grldnete oth wadieda grad “iy a . 
of eo nolemeup ey ous —_— ie 


Se Lert MOY, norte ens pun 


4 = 11,444! - 
H, H. Bronsdon 


just called attention to, which has nothing ta do 
Wathe 84 se ae ek 

THE CHAIRMAN: Where do you see that? 
MR. FRAWLEY: Exhibit "476 0," Page 4. 
As Mr. Bronsdon says, this figure is supported by 
tA¢0 ORel it youraook at "476 0", Page 4, you will see 
exactly where Mr. Bronsdon's 19¢ comes from. "476 0." 
The last page. There are 4 pages in Exhibit "476 oO, 
The dastosheetis tTotels25),475)324) gallons. 

THE CHATRVAN: IT have $5,136,198.77, 
MR. FRAWLEY : That is the net reali- 


zation. But just opposite the word “total”, the 25,573,324 


gallons? 
THE CHAIRMAN: Yes, I see. 
MR. FRAWLEY: That is the total number 


of gallons of all products this company sold and they 

had a gross realization there of 15.42¢. 

THE CHATRMAN : Yes. 

MR. FRAWLEY: You take that figure 

and add 3.75¢ net gasoline tax going back to Mr.Bronsdon's 


new Exhibit, and you get 19.17¢, that is right, Mr.Bronsdon, 


is it not? 

A That is correct. 
The reason you take the 3.75, you simply work it out as 
though the gasoline tax really was a tax of Sig on all 
pevple because of the gallonage on which there is a refund. 
That is why you take the 3.75, I take it? 

A That is right. 


MR. FRAWLEY: Now then, Mr. 
in that figure of 15.42¢, when you go to the top of 


Chairman, 


: 
v 


ving 


o 


ee 


is 


i 


o. 
. 
Spe 
Z c 


T<1 
9) -~ ll, 445 - 


H. Hs Bronsdon 


that Page 4,and you are dealing with lubricating oils 
there and miscellaneous products, which might be 
anything, batteries, and so on, you have a realiza- 
tion there of 80.89¢ per gallon. Is that right, 
Mr. Bronsdon? 

A Yes, that is correct. 

Q 80.89 gross. There are certain deductions and that 
gives you a net realization under that heading of 64.25¢ 
per gallon. That figure is in the 19.17¢ that Mr.Bronsdon 
has shown us. [I am merely following up the very pertinent 
remarks that this stuff that comes from Pennsylvania and 
Ba VOVER YT HIN Ces. rs 
MR. HARVIE: Everything is in there, 
the stuff that is lost, and the stuff that is burned, and 
the stuff that is sold, no matter where it comes from. 
It is the over-all picture? 

A “ie have made many figures on this subject and anyone 
who is familiar with the sales realization method of 
apportioning costs and selling values and who has worked 
on these figures to any considerable extent, you will find 
that there is a very definite relation between the actual 
yield from a barrel of crude and the results that you 
obtained from the sales of the products and particularly 
of the crude. If I can make that clear. That is in any 
one accounting period you do not always tell exactly every 
gallon that is produced from the barrel of crude, and you 
must make allowances for your inventoryies. But after those 
allowances are made it is remarkable how closely those 

IT venture to say I could make up 


percentages come out. 


a figure like this and take up a barrel of crude and 
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the actual produets that were produced from that barrel 
of crude, and assume that all of those products were 
sold and I would get practically the same result. Now 
as far as including lubricating oils in this picture 

I think we are quite justified in doing that beoause 
they are, after all, petroleum products and the sales 
value is included in the sales realization and the aost 
is ineluded in the cost of the crude oil and other 
material laid down at the refinery. So after all it is 
an average picture, and I think I will add and Lteieirly 
Olearly depicts the actual situation that exists as 
between the cost of the crude at the well and the amount 
realized by the wholesaler for the products sold. 

Q MR. FRAWLEY: You say it ,is,difficulit 
and I know. I appreciate what you have dene in 
giving us this. But you are selling these foreign oils, 
they are foreign to Alberta crude, and foreign to your 
Alberta operations, You might just say you are the 
purchaser and seller of these lubricating oils and 
miscellaneous products. But if we could as the 
Chairman says take your laid down refinery cost of a 
barrel of crude and follow that through, with all the 
difficulties thet I een there are. 

THE CHATRIAN : Getting all the products 
out of that barrel that you do get. 

MR. FRAWLEY: There are not very many. 
Tt is a fairly simple situation. You have gasolim and 
distillate and these heavy fuels you gave us yesterday? 

A My point, Mr. Frawley, is this, thet you get practically 


the same result here that you would get from the figura- 
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tion that you suggest. And the difficulty in obtaining 
the Tiguresithat yourspeak) of, is that ‘the Lirstithine 
we would be faced with would be breaking down the 
marketing costs as between lubricating oils and the 
other products that we may manufacture in this area. 

Q MR. HARVIE: As I understand it, 
Mir. Bronsdon, there are no arbitrary figures in this 
at all. These are actual figures from start to finish? 

A Yes. 
THE CHATRMAN : oupposing you did not 
break it down but said a certain amount of your market= 
ing costs were involved in selling these foreign products, 
of course’? 
MR. HARVIE: Phe wminuvesyou did: Ly 
any other way you must necessarily interject some arbit- 
rary figures and allocations as between, such as we say 
we realize so much from the sale of lubricating oils 
and greases which we do not manufacture from Turner Valley 
crude. Now in marketing that is all one cost. You cannot 
segregate it. A man delivers a tin of grease and a gallon 
of lubricating oil and a drum of gasoline and you cannot 
distribute it any finer than that in the marketing cost, 
Other than in an arbitrary way. 
MR. FRAWLEY: You have done that. That 
is the sales realization method. You could prepare the 
same figures, Using this arbitrary sales realization 
method? 

A And I say, Mr. Frawley, if I do, I get the same result. 
I am willing to take your word for it, but it would be 


useful to see it? 
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THE CHATRMAN: It might be of interest 

to the ordinary people like ourselves who have not given 
aelifetime of study,..to this industry to know why a barrel 
of oil that costs $1.20 and you do certain things with 
that barrel when you get it. It costs you so much to 

get it in to your refinery. You do certain things to it; 
I care not what. By the method you ordinarily adopt, 
namely, the sales realization, as Counsel suggests, you 
surely could say what you got for it and why? 

A Mr. Chairman, we will be glad to make up a statement, 
that is, a further break-down of this statement instead 
of these figures of the sales realization method. 

THE CHAIRMAN: You see what I am 

getting at, Mr. Harvie, the ordinary person finds it 
difficult to understand and this is the place for that 

to be aired. And I think it is very good for your client. 
MR. HARVIE: We appreciate it, and that 
is why we are only too glad to do anything we can. 

THE CHAIRMAN: The ordinery man sees only 
the Turner Valley field where they pay 91.20 for crude. 

I do not care at all about it being too high to send the 
crude to Sarnia. I am practically sitting in this Valley. 
They get #1.20 for the crude. Why is it that I pay this 
for my gasoline? In the course of telling that you could 
also tell what somebody else is paying for other products 


that you make. And surely it can all be allocated, and 
you clear up in a satisfactory fashion, even though this 
does it just as woll, you clear up something for the 


ordinary person in the street that I think would be very 


helpful work for everybody. 
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MR. HARVIE: We wish to do that 
and we see the importance of doing it and we will be 
very glad to do that. 
THE CHAIRMAN: fam sured Perin 
quite capable hands if you say you will make the try.s 

A I will be glad to. 
MR. HARVIE: In other words, what the 
man on the street pays for the gasoline. This statement 
goes to show as far as all refining and marketing costs 
are concerned, except retail, in which this company is 
not interested. . It is not in that kind of business. 
As far as this company is interested, it starts at the 
refinery and stops at wholesaling to the retailer. All 
that they handle that is not an expenditure to people 
outside of their own organization, is 4.29¢ plus 1.23¢, 
which is all that is left for everything else. 
THE OHATRMAN: And in the doing of thie 
you place the responsibility for the sum total where it 
belongs. The Government are taking away so much that 
thewcensumers pays yAblurieht, let.it be so.) If, the 
reilway companies are demanding what may be said to be 
exhorbitant rates, let us hear about it, and in the end 
you are showing the person who is not a chartered acoount- 
ant why it is that with crude oil at a ccrtain price per 
berrel next door to him he is paying what he is in the 
city of Calgary. Or the farmer who lives at Airdrie, 
for his other products which you may be selling to him. 


I mean it would be the most clarifying and an interesting 


picture that could be put forward. 


MR. HARVIE: We will make another effort. 
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THE CHAIRMAN: As interestingly as you 
put this one forward but putting it another way. 

Q MR. FRAWLEY: You can do something else. 
You can bring it to the dollar that is paid for gasoline 
say in Red Deer, or some place where freight has been 
added and show them precisely, starting with the pump 
price, of a dollar's worth or five dollars' worth of 
gasoline and show how many cents goes to the railway 
and goes to the Provincial Government and goes to the 
Dominion Government, and goes for manufacturing costs 
and the marketing cost, and so on. That is nct a 
difficult thing. The Imperial Oil Company had to do it 
in their Imperial Review. Would you try and do it 
accordingly? 

MR. HARVIE: We have tried to do that 
but we do not think it gives as true or as fair a picture 
as this does. 

A Itvis more difficult, Mr. Frawley, to obtain a figure 

of cost and with a great number of assumptions it is 

less accurate than taking the picture as a whole. 

This figure as we have stressed has no assumptions 

in it, and we can give you the over-all picture with 

a few assumptions. But youget down to the individual 

point and I am afraid the figure would not be very 

reliable. 

MR. FRAWLEY: You said it was a difficult task 


perhaps and not very clear. You do remember that the 


Imperial Oil Company had a great big one cent or one dollar 


in the Imperial Oil Review and broke that up? 
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MR. HARVIE: And’ thet Texas” hed 4t%in 
their Exhibit. 

Q MR. FRALEY: And took pvains to show how 
much was taken by the Government and how much was controll- 
able and uncontrollable. Would that not be of some value 
to your people, following on what the Chairman says, it 
would show everybody where it goes and how much wes taken 
up in taxes and freight and so on? 

A As I understand it, that. dollar thet they broke up referred 
to the picture as a rhole, and if it did then vhese things 
that we have submitted are comparable. I could quite easily 
preakrthis figure up into a dollar. As a matter of fact, 
the percentages give you the dollar. 

Q I go across the street and I spend a dollar in your service 
station across the street. ‘here does that dollar go? 

A We tell you exactly here. We tell you 12¢ is spent for 
freight. 

Q Now, I buy a dollar's worth and I will buy something with 
Tetra-Ethyl lead in it, just to give you something else 
to take away. Can you do that? 

A Vie will possibly tell you 25¢ of your dollar goes to pay 
taxes. 

Q, All right: Now; can you tell me’ 


MR. HARVIE: More than that, in that case, 


because that would be 7¢. 
MR. FRALEY: Then you tell me all about 
this uncontrollable marketing cost and so on* 


A Yes. 
Anyway, you get the dollar’? 


I was getting it. 
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Q f am very liberal with your time in doing that. Now, 
you have spent a great deal of time and effort in doing 
a lot of things and it is always the man who does most 
of the task who has to do more? 

A we will see what we can do. 

THE CHAIRMAN: Do not lose sight of what 
we are asking you to do, too? 
MR. FRAWLEY: NO. dOwtnet Lirst. 

Q MR. HARVIE: Just on that point- is it 
something you think you can do within a day or is it 
something that is going to take yon a week's time to 
prepare? 

A I think the way to do it properly that I should have about 
a week. 

MR. HARVIE: I am just making it clear 
whether, he; can, do, it while he is here. 

THE CHAIRMAN : ID het eecammbe donde, it is 
very valuable. There is not that feeling that there is a 
mystery surrounding all this. A man down here knows that 
crude oil - his friend in the producing business is only 
getting so much for a barrel of crude. Now, how does this 
all happen? Now, here is a chance to clarify it in a 
simple fashion that the ordinary person will understand 
and then we will have that clarification examined. You 
see there are not many assumptions in this that I an 
proposing to you, Mr. Harvie? 

MR. HARVIE: fC -think there ere, 

Mr.Cheairmman, more than appear on the surface. 


THT CHAIRMAN : You take a barrel of crude. 


Your lubricants you buy them «nd you sell them. That does 
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not involve the barrel of crude, does it? But the 
barrel of crude comes up intact with all its ingreji- 
ents and you may suffer some unavoidable losses through 
evaporation or any other means. But it is untilately 
divided into its component parts, in made-un products 

of different kinds, and for that you get certain prices. 
MR. HARVIE: That far it is quite possible 
and simple f. think: 

THE CHAIRMAN : Pes, eand whet..isithe G@ifiioulr, 
Your other things are - There may be di fficultiessin 
allocating costs in connection with marke ting and the like? 
MR. HARVIE: Yess 

THE CHAIRMAN: But you state your method 

of allocation and you state it is the only one you know of, 
and you at least produce a picture that is understandable 
to the ordinary man. 

MR. HARVIE: icant be done. 

THE CHATRMAN: He says the reason I 
attribute so much cost to this product and that product 

and so on is because these are the prices we realize with 
respect to them and we adopt the seles realization method 
for the reasons it is impossible to say what any particular 
one in fact did cost, in this operation that involves in 

@ measure making all of them at one time. Don't you 

Think by de Leas Ler 

Yes, Sir. We can split these figures down, break them 
down further. 


I sugrest you start at the other end where the ordinary 


man, in my view, starts in doing his aes gwehe Nealhal say 
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A I know now how they will work out. They will prove 
that these figures are correct. 

Q Well, that ig the figure. 

MR. FRAWLEY: That is one form. Look, 
Mr. Bronsdon, you told us yesterday what you got out of 

a barrel of crude. Let me put it this way. You have 

moO Derrels of 40 gravity Ay, P. i. crude coming in to 
your refinery and after you have processed that 100 
barrels, at the other end of your refinery you have 62,42 
barrels of gasoline and 2.52 berrels of kerosene and 5,48 
barrels of distillate and .62 barrels of light fuel oil 
and you have 14.30 barrels of bunker fuel oil, and you 
have used up in gas 5.73 barrels and you have lost 1,93 
barrels completely. Now then, cannot you take those 
barrels and whatever came out of the other door of the 
refinery and sell them and come beck and tell the Commissioner 
what you got for each one? 

A Yes, well that is practically wheat we have done in thig 
statement. 

Q I have not got any Pennsylvania oil in there at all, 

I have just got Turner Valley crude’? 

A That does not make any difference. That is all adjusted 
in the inwentory and we will get the same results. As I 
said before, if I understood the Chairman and the Commission 
correctly, you want this expressed on the basis of the 


products manufactured from 4 barrel of crude instead of 


the products sold out of the barrel of crude. 36 are 


going to do that. If know now before I start that we will 


get the same results as I show on this statement. 
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You say you get 6.70 dollars per barrel of all products? 
That is right. 

Is that what you get if you sell one of these 62 barrels 
of gasoline and one of the two barrels of kerosene and 

so on down the line, you will get an average of $6.70 

Ba PepeoL On ell of it? Vhet ds) whereyoumean als ae 

No, the figure of 6,70 might vury. 

It would not be each time $6.70, but when you get them 

all together end averaged them it would be $6.70? 

Yes, that is right, and all of the other figures have been 
adjusted to the proper relation that the gross realiza- 
tion bears to the ccst, if I make myself clear. 

MR. HARVIE: I think maybe what the 
Chairman would like is to take a barrel of Turner Valley 
crude forgetting all the greases and lubricating oils and 
everything and to give him as complete and as perfect a 
as to the cost snd what 1s realized from 


picture as we can 


the sale of those products, and where the various parts 


of each dollar go. 


( Go to Page 11,456 7 
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THE CHAIRMAN: AS you sey you sell other 


goods end you pay for them? 


MR. HARVIE: I am sure this will elear 
UDe 
THE CHATRMAN: You say “It is part of our marketing 


costs to sell them. so we allocate a certain amount of 
marketing costs to them. AS against that we receive 
for them the marketing cost, the cost of the goods, 
the marketing cost plus something or minus something 
as the case may be"and you have a pretty complete 


Die Turse. ee 


MR. FRa'LEY: And then the alsdocation -- 
THE CHATRMAWN: That somebody can understand, 
MR. FRAWLEY: Yes, anc the allocation is 


not arbitrary. 

THE CHAIRMAN: And we too maye 

MR. FRAWLEY: The allocation is on qa basis 
which is accepted and has been accepted for a long time 
as a sound method of allocation. 

THE CHAIRMAN: Well, sae what you ean do, 
Mr. Bronsdon? 

Yes. 

And we will appreciate it. 

We were requested in the proceedings yestorday to give 

a breakdown of the fuel oil and the bunker "C" fusl 
shovn on Page 3 of Exhibit "476" (o); the total figure 
GO ayo o,007) gadions iicludes <-<- 

THE CHATRMAN: hat page did you say again? 
Page 3 of Exhibit "476" (o)« The figures inelude light 
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fuel oil 202,437 gallons, value $24,040.62) average 

per gallon 11-85 cents; bunker "Ct fuel 108,696 gellons 
sold, - this was mostly sold to drilling outfits in 
Turner Velley. - séles value »4,971.37, average per 
galion 4.99 cants, and then ineludsd in the figure is 

the fuel burned at the refinery 2,567,176 gallons, 

value $75,895.59. average per gallon 3 cents. Those three 
figures make up the total of 2,878,509 gallons which 
Shows an average value of 3.64 cents per gallon. 

MR. FPRsaWVLEY: I do not know how much 
assistance, clerical assistancs, you have here, 

Mr. Bronsdon, in Calgary but would it be difficult to 
file a short statement of that in Exhibit form, what 

you are doing is breaking down the 2,878,309 gallons? 

I will do that. 

Mr. Commissioner Lipsett 
made referenee yesterday to the bunker "C" fuel and 
prices. In 1938, apart from the fuel burned at the 
refinery we only sold 108,696 gallons, a very small 
amount. As far as the bunker fuel bearing its fair 
share of all the charges I might say that we have 
always looked upon bunker fuel as a by-product and 
the tedt te. sold in the market, when it is sold, “in 
competition with other types of fuel. Our production 
of bunker fuel is gradually decreasing each yeare 
There is far less being produced or there will be in 
1939 than was the case in 1936 due to the fact that 
in 1936 we were operating in &lberta on Cutbank crude 


and because of marketing conditions we were cracking 


i 


a 


7 7 
- aa 
ue ~ " 
. a 
tine . 5 
. 3 


af 

. ae 
‘ iF 2 
. oy = 
Ee 

ei 

= , 


a ca 
5 ay 
a eae} 
ose ~ 7 
ry ae 


C-2 
3 


H. H. Bronsdon id dined 


less products than we are now; in other words we 
are producing more gasoline now and less bunker fuel 
so it would appear that our bunker fuel problem is a 
diminishing one. 

On Page 11,367 of the 
evidence reference was made to the d7fference in the 
cost of running crude in 1938 as against our estimated 
figure for 1939 and looking over the figures for 1958 
I observe that we were only producing 15.73% of 
cracked gasoline in that year. In 1939 we expect to 
produce over 25% Also the marketing requirements 
havo changed. There is less tractor distillato now 
sold than there was in 1938 and 1937. Our yields of 
that have changed from 12.06 in 1958 to 5.48 in 1939. 
Those figures all have a bearing on costs and would 
more than account for the difference between our cost 
in 1938 and our estimated cost for 1939, having regard 
to the yields. 

Reference is mads on 
Page 11,466 to the Beil cost of refining. We stated 
that this was a skimming operation and that accounted 
for the reason of the low cost. The unfinished 
products in the Bell had to be further, undergo further 
processing at another refinery and vhen the operation is 
fully completed the Bell cost will be in line or probably 
a little higher then the average cost for the yeer 1938, 

q MR. PRA WLEY: That is not a complete 
figure then. We cannot take that, the Bell cost as 
being -~-- 

MR. HARVIE: It is complete as far as 


that refinery goes. It is just a skimming operation, 
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The cracked stock being shipped to the scracking refinery. 
WITNESS: Mr. Frawley, you might say 
in one sense that no costs are complete in any one year 
because we always carry over at the end of any one year 
stocks which ust be processed, further processed. 

Q I know but suppose I have just a skimming plant, I am 
unfortunate snough only to have thet, I have nothing 
but a topping operation, surely I know my costs, do 
I not, as well as the men who has a cracking unit, 
perhaps I just do not understand why you have to take 

the Bell figure and leave it sort of in the air? 

r) Well. as I understood the reference, we were asked 
why the difference between the two figures? 

Ob JvwWe Ll sis e's sisie 

And the reason of course is, as I stated before, that 
in one case the product went through two operations, 
both the skimming and the cracking and in the other 
case thers was just a skimming and that accounts for 
the difference. 

q Viell I mean here, it is on Exhibit "476" (k), cost 
per barrel at the Bell 34.15 cents. Now all I am 
bothered about, why that is not completo so far as 
the Boll refinery is concerned? 

Well, how can it be any more complete than it is? 
That is what I mean, it is complete? 

A It is eomplete so far as the operation at the Bell is 
concerned. | 

Q That is precisely what I mean and then you take that 


and then you take the Coutts’cost 82 cents and a fraction 
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and the sontvect with the Imperial, 54 and a fraction 
cents and you said our composite cost for 1938 was 

56 conts? 

Commissioner wLipsett asked us to reconecilw the fuel 

oil costs: The fuel burned at the Calgary refinery 
estimated for 1939 is $112,814.00. Mr. Commissioner 
Lipsett wanted to know how we accounted for the 
difference bstween this figure and the costs that we 

show in 1948 of $75,895.00. The cost in 1948 of 
w75.895,00 ineludes Coutts, the Bell and the processing 
account at Calgary and of the processing, aperteaining 

to the processing account at Calgary the fuel cost is 
07-160.085 This is the figure which we have to 

compars with our estimated costs for 1989 of $112,814.00. 
In the year 1948, under thse Imperial processing aceount, 
the cracked gasoline produced was 15.73% We actually 
manufactured in the year and cracked 107,775 barrels of 
cracked gasoline and we used 61,054 barrels of fuel oil. 
In 1939 we estimate that the cracked gasoline manufactured 
will be 25.4% of the crude which will amount to 260,600 
barrels of cracked gasoline, really 250% more eracked 
gasoline, Mr. Commissioner, will be produced in 1939 

and it will require 117,270 barrels of fuel for this 
operation. It means just that the picture is changing. 
We are now making more gasoline than we were meking and 
less distillate and we are doing more cracking and that mean 
there will be more fuel costs, but in the aggregate, 
having regard to the difference in the yields, the 
operation will actually show that we are consuming less 


fuel oil per barrel of cracked gasoline produced in 1939 
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than we were in 1938 so there is e definite economy 

in the operation of the new refinery in regard te 

fuel burned. 

MR. FRAWLEY: How do you get along with 
250% less cracked gasoline in 1938 than you axpect to 
9 O98 

We show more absorption gasoline of course. 

You were making the same product, standard gasolina, 

is there such a tremendous difference in the two 
products? 

We require much less absorption gas this year than 

we did in 1958 and that is the answer to the differenco. 
and it is the eracked that consumes the fuol? 

Yes, that is the fuel consumption is generally expressed 
as a percentage of the cracked gasoline produced. It 
bears a very definite relation to the amount af gasoline 
which you cracks 

Yes, I seé now. 

On Page 11,356 I was asked by Commissioner Lipsett how 

we financed our rofinery extensions which were referred 
to in our brief as having inereased from, as having 
represented a total oxpenditure of %9,000,000.00. I 
pointed out that since 19430 we had finanesd through the 
public sale of debontures about »10,000,000.00 financing. 
In addition to this in 1938 we sold in England $3,000,000.09 
worth of the capital stock of the company which was used 
to complete the refinery at Calgary and to finance the 
change-over in our marketing setup in tiestern Oanada. ive 
also have in the past drawn from our depreciation reserve 


account for extension purposes. I might say that very 
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Little profits in the company have been used for 
extension purposes for the reason that our dividend 
requirements, the net profits have ordinarily been 
taken dare of by dividend requirements, leaving either 
four or five hundred thousand dollars over to take 
care of any other corporatc financing nécessary. 
| At the er: of 
Mr. Frawley we have prepared a supplementary statemont 
of ‘the capital employed, net earnings and return on 
investement, adding on the year 1948 and our estimates 
for the year 1939 to the 9-year average which we have 
already submitted and it is referred to as Exhibit 
m4a76en ilps This statement ----- 
THE CHAIRMAN: That will be Exhibit "479", 
(STATEMENT HERE PRODUCED 
MARKED AS EXHIBIT "479". ) 
THE BRITISH AMBRICaN OIL COMPabY, LIMITED 
SUPPLEMENPARY OTaTaMent OF 
ChPITAL EMPLOYED, NET BARNIWGS & RETURN ON IVESTMENT 


Capital 


Employed Net % on Return 
in Alberta Karnings on Invostment 
Average nine years x 
1929-1937 2,641,050.95 105,051.08 3090 
1938 Pig Fd dent «Cas, alt O20», LO lie.O dy wn law 
Bstimated 
1939 Aoeo. 60 leo Boo, oe Use 5.87 


Estimated average 
1929-1939 3,360, 5624-06 451,925.82 6.90 
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WITNESS ; This statement shows that 
the ll-year average including our estimate for the 

year 1939 shows a percent of return on the investmnt 

in that period of 6.9%; that is based on the net 
depreciated value of capital employed and not on the 
total original cost of the plant and equipment located 
in Albortae If the figure was computed on tho 
original cost of the equipment it would be much less 
than this figure. 

MR. FRAWLEY: This is very useful and it 
is vory fine, Mr. Bronsdon, but what I had in mind 
yesterday was putting in 1938 and with it now you have 
done that and you have also added the year 1939 estimate, 
so you now show the period 1929 to 1939 inclusive? 

I understood your statement, Mr. Frawley, was that you 
would like to have it up to date. 

Yese 

I took that to meam you wished that to include 1939. 
That is fine and if anybody else wants it for 1958 
inclusive only, it is very simple to put it together 
from what you have now given us so thank you very much, 
We also promised to say something regarding the relative 
costs of the different grades of gasoline, having 
particular reference to the spread between standard "Q" 
brand gasoline and Ethyl gasoline, and we would like to 
submit as an Exhibit a calculation showing the difference 
between the cost of Nevr-nox and Ethyl Gasoline. 

THE CHATRMAN; Showing the difference 
between the cost of leading for Nevr-nox and Sthyl 


gasoline, is that right? 
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The first part of the statement --- 

Or is it nevr-nox as leaded? 

Well the first part of the statement deals with the 
actual difference of the cost of leading and then we 
go on from there and deal with the total overall 
cost including the difference in marketing. 

I S6@e 

That will be Exhibit "480". 


(STATEMENT PRODUCED HERE 
MARKED AS EXHIBIT "480".) 


Yes? 

This calculation was prepared by our refinery cnginecrs 
after a very careful study and is intended to show the 
differones in the cost of leading Turner Valley gasoline 
as it is now manufactured and marketed in Alberta. I 
might say that we have made many figurations similar to 
this, because the cost of leading varies and we can 
produce figures to show variations in the cost of 

leading from .592 cents per gallon as high as 1.09 cents 
per gallon. I mention this to indicate that there is 

a variation in those costs but taking the average 2% cents 
per gallon difference in the selling price of the two 
brands is approximately, reprosents approximately the 


correct difference in the costs of the two products. 
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(Exhibit 480) 
THE BRITISH AMERICAN OIL COMPANY, LIMITED 
In deeling with the relative costs of the different 
grades of gasolene, we submit the following computation: 


A calculation showing the difference betweon 
the cost of lead for Nevr-nox and Ethyl Gesolene 


The refinery production plus Absorption Gasolene has an 
average octane rating of 58.6 L-3 method. 

MR. FRAVLEY: You might explain what L-3 
method means? 

Probably Mr. Kaley of the &thyl Corporation might explain 
it better than I can but I will attempt to explain it. 
The L-3 method is the method used to determine the knock 
rating of gasclene having regard to the use of that 
gasolene under road conditions. 

MR. HARVIE: It is a recognized method of 
testing your Octane, is that it? 

Recognized method of testing the octane, that is it? 

MR. FRAWLEY: Viell Mr. Bronsdon, before 
you leave that,you say "the refinery production plus 
absorption gasolene", that may be a little confusing, 
what does that mean? 

The actual refinery production at the Calgary refinery 
we will sey at the present time has an average Octane 
rating of 58.6 L-3, that is that the total production 

of gasolene at the refinery has an average rating of 
58.6, I think that will be explained as we proceed 
in the statement. 


Fine, all right. 
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4 58.6 octane gasolene blend would be representéd by 


the following: 


Averago 
Barrels Percent Rating L-9 
Straight Run Gasolcne 298,000 76.260 56.13 43.1 
Cracked Gasolene 91,000 23.40 66 15.5 
TOT AL 389,000 100.00 58.6 


Lfter deducting the require- 

ments of Tractor or 

Third Grade Gasolene - 

Straight Run Gexsolene 155, 000 54 
The average octane rat- 
ing on the balance is as 
follows: Balance of 
products available for 
Nevr-nox & Peerless- 
Ethyl gasolene 


ee ee er ee re er ee ee rn en a 0 ET RES 


234, 000 60 


Due to the lov lead susceptibility cf straight run gasolene 
produced from Turner Valley eruds, it is necessary to 
make tithyl gasolene entirely from a cracked product. The 
number of points gained in octane by load ts réferred to 
as degrees of succcptibility of lead in gasolene, Some 
gasolenes can be raised higher tin octane than others with 
the same amount of lead. A fully cracked product 
requires the maximum lead allowance of 3.6 c.c.'sS per 
Imperial Gellon. Maximum amount of tetraethyl lead to 
be used in zasolene wes first set by the Us S. Bureau 

of Health. This control of the amount of lead Was 
extended to Canada by the Ethyl Gasoline Corporation. 

To provide for our Ethyl gasolene requirements then out 
of the above batch of 91,000 barrels of cracked gasolene 
we require to reserve 38,000 barrels for Ethyl gasolene 
base, leaving 53,000 barrels of cracked gasolene avail- 


able for other blending. The remaining gasolene 
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therefore has suffered a loss in octane rating as 


follows; 


jverage 
Leo L-3 
Octane Octane 
Barrels Percent Rating Rating 


Straight Run Gasolene 143 , O00 72095 5643 41.0 


Oracked Gasolene 53 , 000 BY FO8 6640 L768 
TOT AL, 196,000 LOO; 00 58.8 
Ratio of Nevr-nox to 
Ethyl base L96,000 = 560 
38 ,000 


Ethyl Gesolene Lead Gost: 
To raise 1 gal. from 66 L-3 Octane to 78 L-3 = 3.6 c.ots x .003: 


3 .01080 
To raise 1 gal. from 58.8 L-3 Octane to oO L=3 
= 15 c.os.'s x 2003 = 00045 
TOsreise. oeLo Lelae arom oo+o od to. 60 1-4 = 
5.15 gals. x .00045 00652 
Total leaded cost per gallon - Ethyl Gesolene § .O1SL2 
fo raise 1 gal. 60 IL-3 to Nevr-nox standard 
= 224 o.c's x .003 © 00720 
Difference between Ethyl and Nevr-nox lead cost 000592 


To sum up, these figures show that the Ethyl Gasolene lead 
cost is .592¢ per gallon over the cost of leading Wevr-nox 
standard gasolene. Taking into consideration the difference 
in marketing cost, the spread between Feerless-Bthyl and 


Nevr-nox gasolene is expressed as follows: 
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Difference in cost of manufacturing as 
described ebove ~O9ag per gal. 


Add to this the costs of marketing in 

excess of those applicable to standard 

products because of the smaller volume: 

(1) Sales Taz no 


(2) Exeessive handling losses due to 
smaller volume ela 


(3) #saditional freight costs since 

movement of this product to agencies 

In “:estern Canada is by drum instead 

of tank car » 80 
(4) Cost due to additional marketing 

equipment, and delivery oxpense 2oT7 


A2en20ag¢ per gale 


( Go to Page. 11,469 } 
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H. H. Bronsdon. 
That is taking into consideration the average between 
this figuration and the other figuration where the 
average octane loss is greater and the average works 
out at about 2.52 cents per gallon. 
All I can say is I hope it is elearer to Dr. Bréwn than 
it is to me. 
Referring to the return on investment, we stated in our 
brief, Exhibit "475", page 23, that including the cost 
of our new refinery at Calgary and in computing the 
percentage of earnings to capital emyloyed for the 
year 1959 and assuming that we obtained the same net 
result in 1939 that we obtained in 1938 our return on 
the investment would be 7.22%. ‘Je were then asked to 
give effect to the percentage of earnings on capital 
having regard to the changes which took »olace in the 
cost of crude and in the sales price of the finished 
projucts in’ 1968, having particular reverence to the 
price changes which took place on June @nd, 1938, end 
WiiGnynatvurally affected our prorit for the palance of 
that year. Werthen say that if we were ateo ta r2ive 
erreoy tO the cost of crude oll and the selling prices 
of finished products in effect as at May 1, 19389, which 
resulted in an estimated reduction in our net profit 
of 60,863.60 for the year 1938, our return on 
investment would then have been 5.87%. 
MR. HARVIE: That is the point you have 


to make there. Now, we were asked to give any comments 


that we cared to in connection with suggested legislation 


or regulations and so on. Have you sot any statement 
to make or any comments you would like to meke in 


that respect? 
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H. H. Bronsdon. 
In regard to the request of the Chairman that our company 
make some submissions with regard to our views on 
Government legislation and Government taxation, I might 
say, Mr. Chairman, that we are preparing a considered 
brief on thet subject. With regard to the question of 
taxation we refer to the amount per barrel of prodwts 
sold, that is paid in taxes,on the statement and the 
breakdown of the average sales realization which amounts 
to 1.7290 per barrel. It is our view that there seems 
to be considerable duplication in connection with the 
various Provincial Governments. «at our Trronto office - 
this may enlighten the Commission as to one view that 
we hold on the subject - in our Toronto office we have 
set aside a special office, a definite location for the 
exclusive use of the verious Provincial Governments 
and other Governmental bodies who reauire to look into 
our books and auditors and so on. It is our opinion 
that there would appear to be considerable duplication 
from the amount of time which the auditors take in going 
over the operations of the company. These audits anpear 
to be duplications in many cases. 
MR. FRAWLSAY: Duplication seems to go right 


along with the oil industry, does it not? 


mal 


It starts at the head down maybe, Mr. Frawley. 

MR. NOLAN: ven in investigations. 

We are audited by the Gasoline Tax Departments of 

eight Provinces, the Income and Corporation Tax 
Departments of eight Provinces and the Dominion Government, 


the Sales Tax Department, the Customs and the Yorkmen's 


Compensation of eight Provinces. Suecession Duty 
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@auditors, Stock Transfer Tax auditors, and Department of 
National Defence and Bureau of Statistics. ‘Ye are 
required to furnish detailed information on many subjects. 
The Gasoline Tax reports. We have noticed of late that 
these auditors have accelerated greatly their activities. 
They are interested in the oil industry. They now 
attempt to aceount for all the movement of crude fram 

the raw product to the finished article and this applies 
not. only to one Provime in connection with the Gasoline 
Tax, but all of the eight Provinces. And they all seem 

to go over more or less the same work. These auditors 

are now interested in yields, losses, waste materials 

and slop recovery. Mey seem to be particularly 
interested,that is the Government, that we get every 

drop of gasoline out of the crude oil in order that 

the Government may get the Gasoline Tax. MThey are also 
itereated inl our, losses. They enquire into the system 
that we use for controlling evaporation and expansion 
and contraction of the products in order to see that 

these losses are not excessive. they are interested -in 
the waste materials and even in the slop recovery as to 
whether that could not in turn be put through the refinery 
again and more gasoline recovered. The Provinces 
require full information on company-wide operation. 

Quebec wants to know why Turner Valley developments should 
be excluded from their tax discount. Income Tax 
authorities argue about depreciation and mortgage loans 
and legal expense and amortization and well advances. 

We are required to fumnish numerous reports under 

various Government Companies Acts to Government bodies. 


We furnish particulars of pipe lines and refinery 
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H. H.Bronsdon. 
operations and marketing operations and particulars of 
merchandising, retail and wholesale, by Dominion ma 
by Provinces; particulars of capital employed and much 
other information which, because of its intermittent 
character, iS not recorded here. ‘Je have also been 
subjected to numerous investigations by Government bodies. 
I might refer buck to the House of Commons Inquiry in 
1932. Then the Tariff Board Inquiry in 1935 and again 
in - 1967. The British Columbia: Investigation in 1938 and 
now we are in the midst of an investigation in Alberta in 
1939. The Investigations have and are costing this company 
considerable money. ‘Ve estimate that the alberta 
Investigation will cost us many thousands of dollars, 
LU». s)0Ur Opinion that there is, as I Sain berore, 
considerable duplication and that some real attempt we 
belicye should be made to reduce the amount of the 
supervision and auditing that the oil companies are now 
subjected to by these various Government bodies. 
MR. HARVIG: Just on that, Mr. Bronsdon, 
is it your view that possibly some joint body of 
investigators could, acting on behalf of the various 
Provinces and the Dominion, could very much reduce the 
amount of auditing work? 
Yes. I think that that would be a mye in the right 
direction, to have one taxing authority who would take care--- 
THE CHAIRMAN: That is hardly the question. 
Mr. Harvie, you are suggesting---that would be a second 
answer, but you also think even if there is a taxing body 
for each Province that still the examination of the books 


eould be done by one firm for all, is that right? 
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Mr. Commissioner, I would go even further and say that 
we might probably be subject to one tax only, and then 
be audited by one departmnet. 

Quite so. I am not forgetting that. But there may 
constitutional difficulties there but there oan be no 
constitutional difficulty in employing one body of 
auditors? 

No, the Dominion Government and the Province of Ontario 
have worked out what appears to be a very satisfactory 
arrangement in connection with personal income tax. 

But that was not extended to corporations. 

MR. FRs WLEY: Oh, it was not? 

No. I believe something along the same line could be 
worked out---- 

THE CHAIRMAN: What did you say they did, 
please. Just repeat that answer, will you? 

In regard to personal incomes in the Province of Ontario 
they are subjected to a tax both by the Dominion 
authorities and by the Province. 

Yes? 

The individual files one income tax report with the 
Dominion Government and he pays the total tax to the 
Dominion Government, which represents the tax due to the 
Dominion and the tax to the Provinee. He makes one return 
and then there is an arrangement between the two 
Governmental bodies by which they take care of the 
allocation of the taxes. 

MR. FRAWLEY: Then. the- Provinee of Omtaric, 
I take it, has to maintain its Income Tax Department 

to audit and check up the collection of the tax from 


the corporations? 
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Yes, they still kwep separate their corporation tax return. 
You would not think they would save mich? 

THE CHATRMAN: according to the view, as I 
understand it, various taxing bodies net 4.49 cents on 
every gallon of gasoline, whereas you, who are supposedly 
running the company for your own profit, only net 1.27 
cents per galion of eusoline? 

PR. BARVIS: we do not net that. That 
includes our net and a lot of overhead matters. 

THE CHAIRMAN: I mean that is all you have? 
Une b wesrone wav ior exyressing it, Mr. Chairman) and) itis 
quite correct. 

So Governmental bodies, who are also taxing bodies, have 
HeMuGhiuerealer inberest in the proper operation ol your 
business than you have yourselves because they get.more 
Cum Vs oe uae NOt right? 

Well, of course, they use us as a vehicle, but in the 
final analysis the consumer pays the tax. 

It may be put another way, you are working for Government 
Dodies! cormasreturn.or 1.2? cents per 7allone ei Gliwice 
you must build up reserves for contingencies and obsolescence 
and 411 other things that happen -.n connection with the 
industry? 

That is the case, yes. 

MR. FRAWLBY : You do not <é€t anything for 
collecting any of these other taxes like you get from the 
Province for collecting the gasoline tax? 

MR. HakViIe: Ahy fee for the collecting 
that is given effect to in the reduction in costs and 
reflected in these figures. Tt is misce]llancous income. 


THE CHalRM.N: ‘hat have you to say on the 


eed 


ae as Nee, 


t. es 


16 at HeB eR FoR” ao ltes,’ ins ug hebiey. ,%: ) bivete vebas- 7 
erhupbqat: one: aiw ala? sisouaw oa aiy 46-cig webe i 
Calf dail etke f ix % swe aut “0% qaagace edit gata” ; ki 
i) | rosaopasy 3c woLLsy iq aes a 

past? Hear jan oied a | : " ome i : =~ 

| lpia Beenueve te! rot | a five don. "410 iene me 
eoenn sh pave Eis bd ele vieda Be wa TEES: SER 
ay) aaa: ee a oar BE gahessnze. <u wate ata Bi tort 7 4 : 
| '  ghesards sthige * 

wis wobhod wipe? CAN Sam acy _pettod todo smiacee. ob: n & 
43) Oy, file ofan usa » a af fe ovata Salata eh s iY » 
eS vik SoBe: page vaiaeere ov "ovat Pray Bande anna teat 7 7 
SFG tom fedeint lal no uo” | 

odd ot Fut eieiey 3 8a) ai OBR vie copra 0 (fee . 

| sod sdf dyed tehuened ent ereysaae: agit , 7 
f a 


og ametovod 167 Sataxow 988 go _olyee net tes) iets of Ra ab 
iS = : - 


deidve “to #250 ergy ‘tot! Be ver HIE to aston ® sete ae 
A@ntacsetancn nik oe toni oye Poca ne worn wae 4a, bead 4 

eid ale tie ch obvi ee 8. ait ttt are a 

, a : es my ene ag a +) PY 


cv a. % ; ’ 
7 i ou ie rete Py 4; ba ’ ba a > 


ie d 


no pili ys wee pe ew: e.) Ih fe. ey + 
et oe : ua ee 
co wae #4 uy alti brie). 


She wie 


Bios. Sronsdon, 


subject of this taxation of your industry being comparable 
with the taxation on other industries in Canada? 

Mr. Chairman, we can only speak on behalf of our own 

Tra Gry oon kK. 

Do you feel you are being picked upon unduly to bear a 
greater burden of taxation than you should? 

I cannot say that apart from the gasoline tax itself, that 
I think our other taxes are probably comparable with the 
taxes assessed on industry as a whole. 3ut in regard to 
the gasoline tax, it does seem to be an essy method of 
raising funds for Governmental requirements. 

THE CHAIRMAN: Do you want to examine on this 
now or will we go on? 

MR. FRAVTIEY: If you have nothing further 


to ask on the subject of taxation,I only have a question. 


THE CHAIRMAN: Yes. 
MR. FRsAVLBY: You say outside of the gasoline 


tex, Known in this Province as the “Fuel Oi] Tax") you 
feel your industry is not unduly burdened? 

THE CHATRMAN: He did not say that. ie said 
as compared with the burdens that other industries 

had to bear, all of which may be too h-gh. 

MR. FRA TLEY: All industry is burdened and 
you say compared with other industries you do not feel 
there is any greeter burden, outside of this gasoline tax 
now, but sales tax and municipal licences und business tax 
and refining tax and income tax, you feel that these are 
not out of line with other taxes imposed on other industries? 
Mr. Frawley, we have not made a study of the subject as 

it applies to other industries. I am only stating to 


you my impression and I am not stating what I consider to be 
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H. H. Bronsdon. ecg 

& fact. 

Let me have it again so I will be clear upon that, just 

what you said? 

Our impression is that we are bearing with other industries 
our rateable proportion of taxes apart from the gasoline tax. 
What have you got to do with the gasoline tax aside from 


collecting 1% and charging a fee for it? 


MR. H:RVIE: YOU ere talking of Albertasoury 
now. 
MR. FRAWLEY : That is all I am talking about. 


You say what have we got to do with it? 

Yes, what has the British american Oil Company got to do 
with it, and all the other gasoline companies lumped into 
one as an industry, what have they got to do with the Fuel 
Oil Tax except to collect it from me and charge the 
Government a’fee for collecting and remitting it? 

Just enlarge on that, Mr. Frawley. 

How does it bear upon you. Does it in any way bear upon 
you? It bears on me. I pay it at your station over 

there and you send it tc Hdmonton and make some deduction 
Tor aoins ao 

I would say that is a way and a very economical and 
satisfactory avenue through which the tax is collected. 
Yes, I know? 

If that answers your question. I doubt if the Government, 
iv it colieaved the tax direct from the cousumer, could do 
so at possibly less than two or three times our cost. 

That is true. That is all true. But I am seriously wanting 
to know, because if it is a burden, and it may be a burden, 


and I would like you to examine it very carefully before 
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you answer, and if it is not let us put it on the record 
frankly. Is it in any sense a burden on the industry 

as such. No doubt about the burden on the consumer who 
shells'out 7 cents every time he puts up 20 cents to buy a 
ealton or your gasoline That is “hi’s burden. No doubt 
about that. But where is the burden on your company or 
on the gasoline companies in general? 

Did we infer it was a burden? 

Yeo, ~oUu surely did. @ That ts)’ 1am not speaking critically 
but that is what I notice about this statement and all 
these statements. The gasoline tax goes right in along 
with the sales tax? 

The statement we made was that we pointed out it was our 
Opinion that the method of handling these various taxes, 
thet there appeared to be considerable duplication. 
Prova tidy is woar you thought I had" reference tc. 
Pran-very much "interested in what you are saying epout 

your whole tax burden all over Canada. But I suppose 
Biverve dove not pO inv fora sreut déeul of this veudin ing 
and super-auditing and re-auditing that you were telling 

us about a few minutes ago. That is as far as alberta 

is concerned? 

We have not attempted to break it up and separate it as 

far as Provinces are concerned, but in the aggregate it 
amounts to quite a considerable burden. 

It amounts to just what you have said, and I am sure 
everything you have said is just exactly so? 

tarticularly do we notice the smount of duplication that 
exists. For instance, the Provinee of Alberta is interested 


in our shipments from our Saskatchewan refinery into alberta, 
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H. H. Bronsdon. 
and in order to be assured that they are getting all of 
their tax they want to go right back and get a full 
statement of the crude shipped into the refinery, the 
orude processed and what was made out of the erude, and 
they aceount for every gallon. Then the Province of 
Saskatchewan asks for the same information and naturally 
the Province of Manitoba want the same information. 
Likewise Saskatchewan requires this information on the 
Opération of the Calgary refinery. 
12s, .. Gan see waere Tor the purposes of making certain 
on these inter-Provincial transactions that there is no 
loss of fees they have to do a lot of work outside their 
own Province? 
And then the information they are asking for has increased 
each year. We now have to give them very complete detailed 
statements of our marketing operation and, of “course, it 
is all added to the burden. The point we gee is that 
there is a certain amount of duplication. 
You are coming at something that indicates, perhaps, a 
burden on your company as distinguished from the consumer 
that pays this 7 cents. AS you say, you have to answer 
@& lot of questions and you have to open up your office 
from time to time to these auditors. Have you ever 
tried to translate that - that is really what I am asking 


about - that is where there is, perhaps, this indirect 


burden? 

THE CHATRMAN : And a cost, a real eost, IT supposes: 
MR. FRAWLEY: When I say "burden" I am trying 

to translate it into dollars and cents. Have you ever 


tried to figure out what that amounts to? That is one 
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H. H. Bronsdon. 
reason you 26% es tee tor 1 t? 
You mean to translate it into dollers and cents? 
Yes, translate this burden into dollars and oents? 
MR. FRAWLEY: It is like trying to arrive at 
the cost of gasoline. ‘Ye wiil have to use quite a few 
arbitrary assumptions. 
PoIveyes itt iculy as that, is 147 Well, Semen ve sven 
cannot tell us. 
THE CHAIRMAN: And I suppose you have another 
objection,over and above the inconvenience and the cost 
incident to the inquiries by these taxing bodies and the 
accountancy work of their representatives that the position 
is that if the 7 cents was removed from the gasoline the 
consuming public would be happy if the industry added 
lo cem on its own to build up proper reserves and keep 
itself on a proper basis, a proper financial hasis. 
MR. FRAYGORY: If the industry put itself on 
a proper financial basis? 
THE CHAIRMAN: Yes. I gather from some of the 
witnesses the attitude is that right now the public feel 
that the refineries are getting all this money. If the 
Government would spread out this taxation over ell the 
people instead of puttimg 7 cents on this particular 
commodity that they could charge something more 
themselves and with reason make a decent profit and build 
up decent reserves and have their industry on @ proper 
business basis and the public still get their product 
for very much less than they are now? 
And it would be much easier to do it because if the tax 


was not so heavy then more gasoline would be consumed. 
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He He Sronsd on. 


MR. FRAVGSY: Just following the Chairman's 
Suggestion. There are so many million dollars gnt by 

the Province of Alberta by the 7 cent gacoline tax. 

We have to get that amount of money but we are going to 
withdraw the 7 cents gasoline tax, so we are going to 
increase your ordinary taxation, whatever it may be, 

income tax or whatever tax your corporation pays. 

THE CHAIRMAN: and everybody else? 

MR. FRAWLEY: And all other companies, gasoline 
and groceries and everybody else, and all individuals and 
everything. The Government would have the same net amount 
of money in the end but it would have been distributed 

amol1g Other classes of the community than the gasoline- 
purchasing class. 

THE CHAIRMAN: Together with the gasoline- 
purchasing class? 

MR. FRAWLEY: Yes, but not as gasoline purchasers. 
It is really too important a subject for me to attempt offham 
to make any statement on. I think a statement could only 

be made after very considerable----- 

I would like to get your opinion? 

Study and information. Now, you have available to you 

the facts and figures regarding the operation of the 
Gorernment that are not available to us. I might suggest 
that it might be profitable to make such a study. 

My study started with the assumption that the Government 
would not want to lose and could not afford to lose any 
portion of this revenue but they would simply shift the 
burden and take it off the motorists, take it off me and 
you as motorists, and put it on you and me in a different 


degree as ordinary tax payers. I wonder where the British 
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BH. He. Bronadon: 


American would come in as the new tax payer? 

Maybe if we had an investigation we might find where more 
savings could be made than we are now finding can be mads 
in the ot} industry in «lberta. 

More savings in the cost of Government, oh? 

That is just an assumption, of course. 

MR. FRALEY; We will do that during the reoess. 
MR. HARVIE: I think they would have more than 
e cents to deal with. 

MR. FRAWLEY: I think it is worth while just 
considering, you know. You might have to pay more in the 
end yourselves. However---- 

Bins 2LOTE ING? LOLSe cere Ore veaxes, Lay our 
computation does not include production taxes nor taxes 

on the transporting end of it? 

That is correct. 

And that should be added if you want to know exactly what 
amount of taxes comes out of that? 

Roe OU CIeUure Only Suerte with the well price or “the 

feild price of crude and does not go back into production 
vexes,. | Thay is-correct. 

Oreireient teres? 

THE CHAIRMAN: “hat do you mean by freight taxes? 
MR. 2©LOTKINS: Wells Une ra_llroaa. “Tiere nase 
sales tax on the amount we pay to the railroad. Tne railroad 
themselves pay taxes. 

We did not attempt to separate the taxes, the sales taxes on 
refinery equipment or anything of that sort. ‘Ye have not 
attemptee to do that in our figures. These taxes we are 
giving to you.are only the direct taxes that are a parent 


in the operation of our business and not something that may 
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He. His Bronsdon, 


be passed on to us by the Suppliers. 

THE CHAIRMAN ;: Well) tf asked. you to; at denst 

I asked Mr. Miller, to deal with the Subject of field 

price and he referred us to you, you remember, Mr. Bronsdon. 
Sra you prepared to deal with that? 

MR. HikVIa;: I think the situation,as I remember 
it, Mr. Chairman, was that we would give a prepared and 
considered opinion on that. That is now being dealt with 
by the executives of the company along with a considerable 
number of other statements and questicns and will be filed 
and submitted in the proper time. 

THe CHAIRMAN: It is going to be filed by a 
witness wh understands what he ig filing and can answer 
questions about it, I supnose? 

MR. HaRVIL: We will have to submit some 
person else. 

TH CHAIRMAN: You see, there is just no value 
in putting in some paper and observations on it bv someone 
who is not here. 

MR. HAnvVis: That is very true. Mr. Miller 
indicated he would likely be back and possibly Mr. Bronsdon 


and possibly Mr. Gaby will be back here. 


THE CHATRMAN ; I thought this was left for Mr. 
Bronsdon. 
MR. FRAVLEY: My recollection is as Mr. Harviets 


is, that is something that they wanted some time to 
consider and they would come back and make a statement. 
THS CHAIRMAN: That ig your view, is it? 

I may say, Mr. Chairman, that the question of production 


comes directly under Mr. Gaby and he expects to appear before 
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H. He Bronsdon. 
this Commission at a later date in connection with 
summing up all our evidence and I think that it is his 
intention at that time to deal with this question of 
erude and the field price. 


That will be satisfactory, Mr. Harvie,then. 


(Page 11,484 follows. } 
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MR. HAKVIN: And there is nothing else 
in connection with this, so that then closes our brief 
that we are presenting at the rioment. as I say there are 
the two points that ur. iiller undertook to give con- 
Siderably more information on and there altogether. maybe 
ten or fifteen other questions which have been asked dur- 
ing the Inquiry that the information will be filed as soon 
as it is obtained and I think the only thing left at the 
moment is to file the information respecting the Bell KRe- 
fining Company. We have it available at the moment and 
possibly it might not even be necessary to read it. It 
might be filed and taken as read. 
THE CHALHaAN: You might let Commission 
Counsel see it and it will be Exhibit "481". 
(BRIEF PRODUCED BY TH “IT- 
NiSS BRONSDON IN RiFRRENC 
TO TH, BLLL RLFINING COMPANY 
HaRE wARKED AS wXHIBIT "481") 
THE CHALhwial : Now those things which we were 
speaking about this morning, will you be producing those, 
Mr. Sronsdon? 
what have you particular reference to? 
The working out of this barrel of crude, you recsiember? 
Yes, I can produce it if necessary. 
THE CHALTR»:AN: what is your plan about that, 
iirs Harvie? 
MRe HARVILE: well I really have not had an 
opportunity of discussing that with .r. Bronsdon, how long 
it will take. iiaybe over the recess we might consider it. 
TH CHAT WAN: Very well. «we will recess 
right now then. 


(An adjournment of fifteen minutes was here taken) 
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He He Bronsdon 


re Liat a 

Co 

pe 
tite FRAWLEY: There is nothing further 
that you have, Mire Harvie? 
WiRe HAKVIL: Just before we touch that, 
lire Chairman, I have discussed the matter of filing the 
additional information that has been asked for from Dir. 
Bronsdon and he is of the opinion that it will take some 
considerable time to prepare all the information that we 
have to file and that we have not already filed and thet 
when that is available and ready we will take it up through 
Commission Counsel and some competent witness will appear 
bOTSAL6 1% 
THE CHATIAN: That is quite satisfactory. 
I just wanted to be sure that the person filing the doe~ 
ument is able to answer questions in respect to it. 
mie HARVIE: Yes. 
THE CHAT Rw Ail: There have been occasions 
on which people have attempted to file documents prepared 
by other people heretoforeand the result has been very un= 
satisfactory and it does not give proper weight to the 
work done by the man who really knews about its 
Mike HARVIE: Ye appreciate that. 

Q Mine FRAWLY: Now :jr. Bronsdon, you have 
given the Commission in Exhibit "481" the balance sheet 
and a profit and loss statesent as of December ¢lst, 1958, 
for the Bell Refining Uompany, Limited? 

A Yes. 


Q, And that is the way the statement has been described? 


A Yes, that is so. 
Q And that is the way it can properly be described, the 


whole statement? 
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Yes. 

Now frankly I expected that you would file a brief of 

some sort, a very short statenent in siemorandum form of 

the Bell operation. I thought you might deal very 

briefly but historically with your acquisition of this 
conpany, what its operations have been to-date and 

whether it is now anything more than a purely marketing 
cofipany, Which I think it is, just a marketing company, 

and where it warkets, I mean where in the Province it 
markets, whether it markets, as the other companies do, 
through commission agents, what bulk outlets it operates 

if any, and where they are and what the investment is in 
those bulk outlets at the different points and whether it 
is, whether it uses freight, uses the railways to transport 
its products or does it transport by truck and generally, 
really I had expected a much more comprehensive statenent. 
Now the alternative would be to try to do it by question 
and answer through the record and that would be somehwat 
less useful and much more loosely done and I wondered if a 
more comprehensive statiient of the Sell Company cannot be 
filed. It is a local company with local offices and I 
would be content if iix. Melee, the local iianager, presented 
a statement, or anybody else under your direction, although 
it is as you have told us a wholly owned british American 
subsidiary, I siention that so as not to keep you here unduly. 
As you know I have a certain task to do and that is to 
present to the Commission the operations of these marketing 
companies and I am very much afraid that to send down, you 
see this is my practical difficulty at the moment, to send 


down txhibit "481" to Dr. Frey, it would not tell him all 
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about this marketing arm of your company, all that I think 

he perhaps would like to know. Now that is practically my 

problem and while this is very useful so far ag it goes, IL 

do nos think it tells the story of the Bell Company. For 

instance I have received from Dr. rey sonie suggested 
questions for the marketing companies and I am quite sure 
that the information which you have given would not begin 

to answer them and I suggest for instance, I show you 

Exhibit "G14", the first two pages of lxhibit "S14" which 

is the Imperial Oi1 Company's Exhibit, just those first 

two pages and it was suggested to me that I obtain a state- 

ment from each marketing company paralleling the statements 

contained on the first two pages of Exhibit "314", which is 
just a brief summary of the operations. 

THE CHATRIAN : Let him read it and see if 

he can do that. 

line FRAWLEY: liight I interrupt to say that 

I asked itr. Miller the same question the other day and he 

is preparing a statement, built up in that fashion, for your 

own company, for the British «merican Oil Company? 

A Yes, ure tiller has prepared a statement in similar form for 
the British American Oil Company and we will be glad to file 

a similar statement for the Bell. 

WR. FRAWLEY: well that is fine. 

Re HARVIE: All the information is avail- 
able I think so far as the history of the company is con~ 
cerned, Mr. Miller gave that in considerable detail and 
anything which is not complete we will be glad to furnish. 
LR. FRAWLEY: To make it} very short, and I 


want to be short and yet do full justice to this, because 
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Mir. Magleod is here with the Texas Company to complete the 
examination of bir. iseltabarger which we left unfinished some 
weeks ago and the North Star Oil Company are coming tomorrow 
morning at 9 o'clock if they can get in. If I gave lir. 
Harvie a copy of the memorandum of questions which Dr. Frey 
suggested and if you use these as a guide und insofar as the 
Bell Company is concerned, its operations do not permit of 
then being answered, then just ignore them, then I would be 
satis ied and it would be useful to Dr. Frey, which is what 
L am anxious to do at present, that is to present this infor- 
mation to him for his consideration and ultimately for the 
Commission of course. 

THE CHAIR: AN: You gaid the +mperial has made 
a statesient on these two pages? 

MR. FRAWLEY: Yes. 

THE CHALTRMAN: That would be a satisfactory 
one if you obtained such a staterent for this company and 
«2%. Bronsdon says he will do that. Now do you want some- 
thing more. 

WRK. FRAWLEY: Yes, I have about a dozen or 
so questions, suggestions, of the same kind which I would 

be very glad to give to Lr. Harvie so that they could mve 
them before thesi when the written memorandum which tir. 
Bronsdon is good enough to say they will submit for the Bell 
Company is being prepared. 

Mae HARVIL: lire Frawley, 1 imagine the 
memorandum is the same as we have? 

LIRe FRAWLEY: That is the one Il gave you. 
MWe HARVI&: de will be very glad to sub- 


mit a copy of that to the Bell and have any answeres which 
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are not already answered completed and filed. 

tutte FRAWLGY: Thank you very much. That 

is very satisfactory. Then I do not think I need ask tir. 
Bronsdon anything further. 

THE CHaAlhiial: Any more questions of hir. 
Bronsdon? Well, Hr. Bronsdon, I would like to say as I aid 
with wr. Miller that we are very appreciative of the great 
labour which you have put into the presentations which you 
have put before us, We consider them very excellent ones. 
what weight will be given to them is a matter for us when 
we have heard all the evidence but we would like you to 
Know that we note with pleasure that vou are making a real 
effort to assist this Commission. 

WITN i585: Poenighvyous (isr >) Chairiaine, aL 
appreciate your remarks very much. 
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CHCIL D. mi LTABARGER, having 
been recalled, examined by tire siacleod said: 
MR MACLHOD: We have certain additions to 
put in to our brief and the exhibits filed. 
THE CHATRAN: We did not file your original 
brief and I think that should be done at some time. 
Mite i.ACLEOD: as your Lordship will remember 
the Exhibits are in this large book and we have replacements 
for them here and then we have replacensents for the brief, 
we have three copies of the corresponding tables and charts 
which go in the book. 
THE CHALtMAN: These books have to be really 
revised then? 
iiRe MACLEOD: Yes. 
TH CHATRNA WN: Then we had better not mark 
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7 
ther and Ape them exhibits until we have the completed 
book. 
hRe MACLEOD: Perhaps ifr. Cutler could 
make the insertions in their proper place. 
TH CHA TRAN: I much prefer that you 
deal with your own exhibits. ir. Cutler, like myself, 
might be in error, and it is only then confusing your 
evidence, which you do not want, so if before tomorrow 
morning you could have these completed, Nr. Macleod, and 
you surely can, both these books,why that would be quite 
satisfactory. 
uiRe FRAWLEY: What you suggest, :ire tiacleod, 
Supposing this is one that has tc be replaced, you would 
have tir. Cutler or tire Taylor mark it, this is now sxhibit 
NOOO 
THE CHATRAN: That is quite all right. They 
can take if out and put in the other but what I want to see 
Mr. Macleod or Mr. tieltabarger do however is to see that 
they go in the correct place. Our clerk should not have 
the responsibility of that. 
MR MACLLOD: There is one for inatance 
which has to be replaced, Hxhibit "354". 
THE CHA Tks: And the reporter will inter- 
change then. 
wiRo t4ACLLOD: I understand in the British 
American evidence that the books were narked and each table 
or chart was given a separate letter. The satie scheme was 
not followed here but each Exhibit was marked individually. 
THE CHATICAN: That i8 80. 

Q WR. FRAWLEY: Now, bre heltbarger, you 


will recall when you left the stand on the clth of June, 


: : 

i * 
+8 or 

. 
is 
es: — 


“aay tees 


c 


at 
~ 


=i 
ana ee 
¢ 


Peas ek 
= F3 


GC. D. Weltabarger 


Os 
8 


2) 


ve Ll 491 aS 


it had asked you some questions and I think we should deal 
with those first so far as we can and then I want to put 
to you further questions which I have shown you this 
morning, which are being asked you at Dr. Frey's suggest- 
jon. Now going to the transcript at page 10,392, we 

were talking about the question of dumping or not dumping 
and I suggested that you should either bring your customs 
broker 39 thut we gould talk more particularly about the 
precise mechanics of your inportutions or you could do it 
yourself , whichever you wished, ufter informing yourself, 
now what have you got to say? 

w@ discussed the question with the Brokers and they said 
they could not add anything because they only serve in the 
Gapacity of our agent in puying the assessed clarges, the 
Customs Duties and so fvurth. 

Ye s? 

we then contacted the Customs officials h.re and they said 
they could not do anything either because they said they 
have no knowledge of the arrangenents of the Dominion in 
that connection; now to clarify the watter I might say this 
that E have here a sample of the form used by the Dominion 
Government, Form §.151.ii-4-, an invoice of goods sold by the 
bxporter prior to their shipments to Canada and this is aa 
invoice covering, and it is the sane form on which all of 
our shipments are made, covering petroleum products pur- 
chased by the Texas Company of Canada, Limited, of Calgary, 
Alberta, from the Texas Company of Delaware, New York City, 
to be shipped from Sunburst, :iontana, the Great Northern 
and GC. P. Re. Railway, Order lio. Canada, Calgary District, 


546. It shows the invoice of one tank car containing 
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8064 gallons of Fire Chief Gasoline at 6% cents per 
gallon under the heading of "Fair market value at tine 
and place of shipsient, see clause 4 of Certificate of 
Value hereon" and another heading "Selling price to the 
purchaser in Canada", that is 6+ cents and the total 
anount, this invoice shows the atiount of freight to be 
collected, destination and the agent of the company to 
whom it is consigned, the octane rating, type of gasoline, 
and then below is a declaration by the agent of the 
Texas Company of Delaware certifying that he is the 
agent of the Texas Company, exporter of the goods in the 
within invoice mentioned or described; that the invoice 
is in all respects correct and true; that the invoice cone 
tains a true and full statement showing the price actually 
paid or to be paid for the said goods, the actual quantity 
thereof, and all charges thereon; and (4) that the said in- 
voice also exhibits the fair market value of the said goodg 
at the time and place of their direct exportation to Canada 
and as when sold at the same time and place in like quantity 
and condition for home conswiption, in the principal markets 
of the country whence exported directly to Canada and that 
the said fair market value; (4) In the case of new or unused 
goods is not lower than the actual cost of production of 
similar goods at the ti-1e and place, plus a reasonable ad- 
vance for selling cost and profit; (5) Is without any dis- 
Gount or deduction not shown and allowed on invoices cover 
ing sales for home consumption in the country of export in the 
usual and ordinary course of trade; and (¢c) Is without any 
deduction on account of any drawback or bounty or on 
account of uny royalty actually payuble thereon, or payable 


thereon when sold for home gonsumption, but not payable when 
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10 
exported, or on account of the exportation thereof, or for 
any special consideretion whatever; (5) That no different 
invoice of the goods iientioned in ssid invoice has been or 
will be furnished to any one; and (6) That no arbangement 
or understanding affecting the purchase price of the said 
goods has been or will be nade or entered into between the 
said exporter and purchaser or by any one on behalf of 
either of then, either by way of discount, rebate, salary, 
compensation, or in any other manner whatsoever, other than 
as shown in the said invoice; (4) thet euch article on 
this invoice is bone fide the produce or iiagnufacture of 
the country specified on the invoice us its country of 
origin; That each manufactured article on the invoice in 
its present form ready for export to Ganada has been finished 
in such specified country of origin, and not less than one- 
half the cost of production of each such article has been 
produced through the industry of United States of smerican 
entitled to the benefits of trexuty or convention rates or the 
British Preferential Tariff. 
MRe FRSWLiY: Let us file that then. 
ihe mACLEOD: Tht, oY Lord, 26 a copy oe 
the actual form used. 

WRe FRAWLLY: Is it covering one of your 
own shipments? 

A It covers the actual shipment and the suie is used on all 
shipme nits» 
we FRAWLEY: If it is satisfactory to the 
Commission. Otherwise you can bring the original and file 
that as an Exhibit. 

A Well IT do not know whether we could let that go out of our 
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You are certifying it to be a precise copy, thet is quite 
all right so far as I am concerned, iixr. Chairman. 
THe CHA Re N: Yes, that is satisfactory 
and that will be axhibit "482". 

(FORM OF IiiVOICH PRODUCED BY 


WITNESS HuRaG MARKGZD AS EX- 
BIBT Se 


(Go to number 11,495) 
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Q MR. FRAWLEY: Now I do not want you, 
Mr. Meltabarger, to feel you have to benr the whole 
burden of this troublesome cuestion of whether or not 
there is any infraction of ths dumping regulations 
in connection with the importations from Montana, but 
WS-ere Angus cine anto it to fin out precisely what is 
happening, and you will recall that when you were here 
on the 30th of June, I asked you to be good enough to 
bring one of the members of that firm of brokers to the 
Commission to make a statement on behalf of your Company 
regarding these importations of gasoline from Montana, 
so thet we will know what all these rules are, and refer- 
ring to a question of valuation and regulations and what 
Tiescs li lerehusprices are. “Now, this 16 the firs» Tigure 
thet I have at the moment, Mr. Meltabarger, the price which 
is shown on this form, txhibit "482" is 62¢ as being the 
fair market value at the tine and place of shipment, see 
Clause 4 of the certificate of values hereon. If you 
assume with me that comparable gasoline is rurchased at 
the Big ‘lest refinery, some few miles from your place of 
business, or refinery, or your parent'company's refinery 
at Sunburst, by Mir. Trimble, who imports into this province 
at 7¢ aU. S. gallon from the Big West refinery - assume 
with me thet is what Mr. Trimble will swear to when he 
comes, 7¢. And then the 77 Oil Company that purchases 
gasoline from the North West Refining Company at Cutbank, 
that the prices that they pay for 77 Gesoline - which you will 
assume with me is, generally speaking, a comparable gasoline - 


it is standerd gasoline, and that that price is 7.s5¢ or 7124 


por U. S. gallon? 


geese tant Fr dl 


dec to negtert Lo mel eee? cokeceeell Ri 


‘ mols BAaAes tte anti Petit Bac) posaentas, ee 
oud : adekeow eer art tartoqal aad ete net#oesn08 ; 
| ie : 
ai June yiortowta Jae be tt of 32 Soar onteaweet eis Se 7 
. . 
Sted cred poy vane sedh Lieted caieeoy “bas ipotumansd: 
; 
of dasoae ocom of OF Sey fetes I sat te 08 ‘and to i 
: 
asf jt aqenowd Zé mit Tedy te : atodinem ont 50 ‘eno anked “al 
eee | | 146 3 ote 8 oul at sokeatenod. z + | 
- 4 gad 08 ots 41 foeeR To pnottetic mt seed gntbinaet a 


7 
Sha , ote sete shat? Ife fans wor! {fle ov tot OB . a 
rr ey eed Srelde iu $c catteefev to sbiteevs & OF eda ie 
ie c tact ol Sh Re + wet. 2a AOSESG sheveti 6 eaaiy e-, 
patie aeiie el 3 aweddedtot om it al add ta sved 1 tadd 
| ett ented «6 Bro: 22 a og bag | lent Bie ato townie “at 7. : 
eee sheamice 26 sael : na salt Bia se onlay texan thet er rE 
re ae ss {oa 2e wate U2 125 odd to ® saved re 
; 2) Sarin neO'e 4 Ble.OGRe sidavwnnede gant “eat oh ee 
am BOG i ae ao ec (2 tn et au wteoh ter ebay ‘ 
ag pe a - a? Yee es a HOT BM SHOE 70 pyeieree 
eentvoss HENS ONL BPOSET, baile  SidmeTt sul te 
ainen = oan ‘ve tee att seid nee nites 2 oh 
ea canw of Lage LLL aidmke? a tote 
enetonie Fag qoeeed ares, pate 


‘lise: chaladdll 0 a es pea : 


‘e* 


wr 


=Ei1A96: - 


THY CT ATOR atte "4 
THY CHATRM AN ; You want the Witness 
to assume that? 
Mine FRALEY ¢ Yes, assume'that that is 
what the company, when they cone, will Say, ago Oe ae 


Cutbank, Montana. 


THE CHATRIMCAN ; 4nd what they say is true? 
MR. PRAWLEY: Yes, and that what they say 


is true, that they say 7*¢ and that.iir. Trimble at the 
North West or Cutbank, thet company that they buy from - 

I will have to find that, the North ‘lest Refining Company , 
Cutbank, Montana, that is one price, 74+¢, and Mr. Trimble 


fromthe Bie .est Oil sComvany buys 71 or 72 octane cracked 


non—leaded gasoline at 7¢ aU. S&S. gallon, and youw buy your 
ges from them at 67¢ per gallon. Well, I do not know what 
tO, ask you about thet. What can you say about’ that, from 
what you understand about the rules,Custonms rules and 
regulations? “What do you understand from that situation 
as to whether or not there is dumping or are they all 
complying strictly with the Custous requirements? 

lly understanding is this, first, that the Customs rules 

do not say that the fair merket value for export to Canada 
shall be at the price at which all gasoline is sold in the 
State of Montana of that particular grade,at all. Itjis 
the fair market price, that is the price at which that 
particular sasoline is being sold by that particuler 
company in the Stete of Montana for home consumption. 

Now, regardless of that, secondly, this invoice is based 
upon an agreement arrived at with the Dominion Government 
for a basis on which the fair market value for the import 


to Canada of the Texas Company of Canada Limited by the 
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Texas Company of Delaware, shall be declared, based 

on the crude oil price, and I have submitted to you 
that agreement, and this invoice is in accordance with 
the agreement between the Dominion Government and the 
Texas Company of Delaware for the import of gasoline, 
or the exportof gasoline to Caneda, and on this basis 
it will be the fair market value so far as we are 
concerned for your gasoline shipped into Canada and 
that invoice is on that basis. 

q You understand then that the only investigation that 
the Dominion Government attempts formers is to satisfy 
itself that 62¢ is the fair market value of the Texas 
Company of Delaware having in mind what it sells to its 
other marketing branches 4% in the United States? 

A thet. is rigs 
MR. MACLEOD: You mean it is the only 
investication with regard to this? 

MR. FRAWLEY: I mean with regard to 
your company. I get clearly from you, and if you are 
TFient aoout tet), it is helpful to me, they ars not 

conoerned with what the Big West Company..eo--s... vines 

A Not a particle. 

Or with what the North “est Refinery Company do 

at all? 


A ey. LS eee tre 


In other words, it is what is taking place, what Mr. Trimble 
is doing with the Big West Oil Company may just be quite 


in accord with the regulations. 


A That determines their foir market value and not ours. 
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The facts may be, and let us assume they are comparable 

gasoline, that all three of them are being exported at 

three different prices, and as you understamd it there 

may be no violation of the Customs regulations? 

THEatYLS ‘Trent, 

THE CHAIRMAN : The same product that is 

coming into Canada, exactly the same product, coming into 

Canada from the same source and goine to the same destina- 

tion might have three different Customs duties. 

MR. #RAWLEY: Well, (i t2S lial? Pewee 

The Customs duty would be lg regardless. 

What do they call that again, the duty, it is so much 

per gallon? 

MR. MACLEOD: There is a regular enpors 

duty. But this is the dumping duty we are talking about. 

There is no dumping duty. There is a dumping charge which 

will be assessed and the assessment for cumping purposes 

would be the difference between the invoice price and the 

fair market price at the point of shipment. For instance, 
if we shipped gasoline in to here at 6+¢ and the Dominion 
Government determined thst 74¢ was the fair market wice 
at Sunburst at the time of shipment, we would be assessed 
the l¢ difference for the dumping duty, the difference 


between the two. 


THE CHAIRMAN: That is by the gallon? 
Yes. 
MR. MACLEOD: The difference in those 


two prices. The fair market value and the selling price. 


Your selhing price is 6.25¢. If you had placed i Stns 


column 5.25¢ you would have to pay the difference to the 
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Dominion Government? 

A No, if the fair market value in Montana was ae than 
we pay, we would still be complying with the Dominion 
regulations. 
But if it were higher? 

A If it were higher, 
If you paid lg less than that you would have to pay the 
l¢g t the Dominion Government? 

A TOG 0S VOT tee 
MR. NOLAN: It seems to me, Mr. Appletonts 
evidence was to the effect that 5¢ was being paid by some 
of these persons who were importing gssoline into this 


province? 


MR. BRANLEYs Phe US ul ed Sa crue Hine 


pas) 


gasoline. 


MR. NOLAN: Gn what basis does that 


come into Canada? 


Q MR. FRAWLEY: DoeyoRsrunine Insany tcoird 
structure? 
A A very small amount. 


What is theprice comparable to 64¢ for that product? 


i think we had it in one of your statements? 


A TAvVGINe si rs Soyoy bu PP wousd,) nov be sure. 
MR. MACLEOD: Here it is.” Table yy, 
Page 717. 

A As of November 30, 1938, it was 6.069, but it has since 


been reduced and I think it is 5£ at the present time. 


Q MR, ZRAVLEY: 52? Let me put this to you, 


Mr. Trimble will say when he gives his evidence that he is 


buying third structure gasoline from the Big nest refinery 
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Fm) 


in Montana at 5¢ and importing it into Alberta and 

into Saskatchewan. And as I father there is some 
complaint about that. That is, that is someone's 
contention that constitutes dumping. Would you say 

that the fact that you are paying 5$¢ for, let us assume, 
the same produst, thet woulé not have anything to do with 
whether or not that was dumping or not? One would have 
to find out what the Big West Oil Company sold to others 
like Mr. Trimble that gasoline? 

In Montana for home consumption. 

For consumption in Montana? 

Yes. 

And if they ere selling to comparable purchasers down 
there for 5¢, then thet is the end of it? 

No, I would not say that. The Dominion Government might 
decide that that was too. low a price and for the, protec- 
tion of the Canadian manufscturers they would gay that 
the fair market value for export purposes would be 
something else, and should be what we pay, for exampte. 
They do not bhindly accept, if that company was turning 
out 5¢ gasoline to everybody on that side and this side, 
below what the Dominion Government thought it cost to 


produce that gasoline, they would not be blindly eccepi= 
ing that situation? 


That is right. 


And they could arbitrarily fix for duty purposes some 
higher price per sallon? 


Yes. 
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Q 


A 


But short of that there can very well be as many 

prices for third structure or standard gasoline as there 
are refineries in Montana? 

Only if the Texas basis applies to each one. 

MR. NOLAN: Undoubtedly the Dominion 
Government fixes the basis for third structure coming 

into Canada? 

For each marketer, each refiner. They have already 

told us this will be the basis on which you can import 

and this will be the fair market value for duty purposes 
Tor it. They may not heave done that for the Big West, 

i dovnot Know. Their’ situation may be entirely different. 
Th? CHAIRMAN: Just what I do not under- 
stand is. why for third structure gasoline there should not 
be one duty? 

Of course there may be quite a variation in the quality 

Or the product. 

MR. MACLEOD: I think if you get the 
mechanics of it, you can understand. The only thing they 
hear is when something comes up for importation and this 
form is filled un. Unless they think the application is 
unreasonable and make enquiry each one is treated on its 
own basis? 

They may go back sometime, will maybe in the next month 
andmay decide thet Mr. Trimble has been importing gasoline 
at less then the fair market value and their investigation 
may show thet and they may assess him dumping duties on 


that. They can do that if they have not already arrived 


at ea besis. 


MR. NOLAN: That bears out what [I 
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am thinking. The Dominion Government does knov what 

the fair market value of these various brands of gasoline 

is in Montana. Otherwise, they could not administer 

the Act. And having got that information, I think it 

would be of assistance to tiis Commission if they gave 

it to the Commission. 

MRe FRAWLEY: You see thet wes my 
difficulty, because how could they say that 64¢ is 

@ll right for the Texas Company and that 7¢ is all right 

for the Big ‘est Company, and 7#¢ for the North “est Comnany? 
I can answer that this way. The North West Refining picture 
is fixed. They have a certain market for their products 

in Montana at a certain price. It may be 7¢ or it may be 
73¢, and because they can market their products at that 
Driecg, uney ere nov willing to sell it for less to Mreitrimpite 
Or myone else. So they will sell it to him for 7g, ‘vell 
fhe TeBas Company of Delaware is selling it to us, its 
subsidiary, at waat the Dominion Government has determined, 
or on the basis that the Dominion Government has determind 
for arriving at a fair market value of 6i¢ for a comparable 
quality gasoline. So when Trimble goes down, and if he 
wants to buy gasoline from the North Vest, he pays their 
price, that is their fair market price down there. Realiz- 
ing that they are not willing to sell it for any less, 

The International Refining Company would not sell it if 
they were in a position to sell to Mr. Trimble. They 

might ask him more than they are asking us, their sub-=- 
sidiary, because they have not any gasoline that they 


want to market to him at 6+¢ the same as they are market~ 
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Q Mev is why At (es cifficult. 
TH" CHATREAN 3 Why are we wasting time 
speculating on what the Dominion Government does? 
Let us have some Witness from the Dominion Government 
here and let us decide just how far he can be questioned 
and how far he cannot. I know of no reason why we should 
not find out if the anti-dumping laws are being enforced 
or are not, and how they go about it, F know of no 
Governmental secrecy about that. Mir. Meltabarger is 
speculating as to why and how they do it, but he does 
not really know. Let us have e man who really does know, 
If he refuses to answer on the eround of privilege, we 
will weigh his privilege. 
MR. FRAWLEY: I was anxious to enquire 
of the Texas Company for a variety of reasons. 
THE CHAIRMAN: If he establishes privilege, 
he will not answer, but if he does not, we will hear what 
he has to say, Now what is next? 
MR. FRAWLEY: The next thing EF have to 
ask you is with respect to your sale of gasoline in 
Southern Alberta and whether or not you had anything 
further to say about that. But I think it seems from 
your answer there that you did say everything you wanted 
tO sey about thats | NO. het ds true. ou said you 


would come back and you would be prevared to discuss 


that. 
MR. MACLEOD: On whet page? 
MR, FRAWLEY: On Page 10,594. "I would 


Like to know whether your comnany also sells third structure 


gasoline at certain points in Southern Alberta, as does 
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Meltebarger 


the Imperial, at special discounts below tenk wée,zon 
prices. By vay of example you have told me this morning 
thet your posted tank wagon prices on the lst of December, 
1938, on third structure gasoline in Calgary was F4¢. 

I know the Imperial's price et that time end is today 
124¢ by virtue of the special discount. You ean tell me 
now whether your compsny does sell gasoline at 12%¢ in 
Calearvy, -venk Wazon, of hot? Does it, or doés it note, 
And then I asked you to inelude in that 511 of the places 
in Southern alberta, up to I think Red Deer where there 

was eny special discount? 

‘e meet these competitive allowances when and as Wwe 
think it is expedient to do so. In Southern Alberta, 
because in some plecss vie sell an entirely different 
product to that sold by other companies, we do not meet 
these discounts. *e6 sell out product et our price. 
That is, we pay no sttention to their price at all. 


7 


re get 13@ to 2¢ even above What they sell theirs for. 
Then I esked you if you would file 6 statement shoving 

the mney inwested by vay of third perty leases end cross 
leases, etc., are you able to do thet? 

I could not give you thet information definitely because 

I have not the informe tion as to the cost of some of these 
isa ks tessa OU Morse LNnVEestmenht cogur 

“jell, yes, and everything about them. The rent paid and 
the rent received? 

P fileg tise in my priagt. 

ell new, in any ease where you have, that is all I went, 
Iiusnt to put it on the record. Now this is the question. 


Bleborste on the third party leases, the number, rent paid 
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and rent received. The number, the amount of rent paid 
and rent received and the same for the comnany's Leases, 
meaning what has been commonly calied cross-leases. 


Can you tell us about that? 


(Go to Page 11, 506 ) 
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wITNESS: well, I have here a 
statement showing the opcoration of company-owned 
service stations for the Provines of Alberta for 

the 11 months of 1938, showing the gallonage, 

rentals collected, the loss on operations, that is 

for 1938 and then the rental basis as of Jung, 1939, 
rental, monthly rental now collected and operated as 

it was paying and the amount of rent collscted from 


eertein of those stations and the setup. 


MR. MACLEOD: That is a new statement? 
YeSe 
THE CHA TAMAN: You are offering that as 


an Exhibit? 

MR. FRALEY: Yes, we will offer it as 

an Exhibit. 

THE CHAIRMAN: It will be Exhibit %483", 
(STATEMENT PRODUGED BY THB 
WITNESS HERE MASKED JS 
DLHIBET "483". ) 

VITNESS: Then IT have a similar 

statemont ---- 

MR. FRAWLEY: You have a similar statoment? 

For leased service stations for the 11 months of 1938, 

Which the company owns the frechold and le&ses to 

somebody? 

No, those are stations which we lease from third parties 

who own them and then we re-lea Se them to the operators. 

Tho first statement was company-owned stations leased 

to operators and these are leased stations. 


MR. FRa LEY: I will offer this then. 
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THE CHiTRMAN: That will be Bxhibit "464", 
(STATEMENT £RODUCED BY THL 
VITNBOS Haka Mankib aS 
EAHIBIT "484", } 
WITRESS: Now the next kxhibit 
Supplements that and that is the total Exhibit, showing 
for instance, Calgary. tne total rental paid, the total 
rental collected, this shows the individual stations 
making up that compesite total. that is the last statement. 
THE CHATRMAN: Exhibit "485", 
(STATEMENT PRODUCED BY THB 


“WITNESS HERE MARKED AS 
EXHIBIT "485", ) 


Q MR. FRAWLEY: You have copies of all those 
have you? 

y) Yes. 

Q We might distribute them now then. Now lire Meltabargoer, 


I notice that these Exhibits 483, 484 and 485 are all 
for 11 months of 19387 

mi) Yes. 
dnd what is the particular reason for that? 

db Well, at the time the investigation started and we were 
asked to make a submission all the auditing that the 
Provincial Auditors did and the auditing of our books 
for the Gommission was based on 1937 business. ywoll 
then there was quite a long delay. Our reports, our 
brief and our entire submission was made up on the basis 
of 1937 operation orizinally but duc to the delay we ran 
into 1938 to a pcint where ve could compile similar 
information for the 11 months of 1958 anda we did that 
and those figures are made. to wake them comparable with 


the other part of our submission with reference to 1938, 
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May we take this, if these are used by Mr. Cottle or 
anyone else. may they be used as being representative 

of the whole of 1938 to draw conclusions? 

S11 you would have to do would be to add the last month. 
That is true, 

Rental paid and rental collected. 

But what I moant was, if anyone was going to draw 
conclusions or make any submission about the information 
contained. would it be quite fair to come to the conclusior 
with respect to the whole of the yoar 1938 on this? 

Yea,” I think it would be. 

I would think so. 

Yes. I should like to revise that statement a little 
bit. There are certain expenses in connoction with 

the operation of a station which would be reflected in 
losses, such as painting for example, when the last 
month's gallonage was added and divided into the total 
cost, after rental coilected is deducted, would decreaso 
the cost of marketing per gallon. 

Well now, Mr. Meltabarger, I will take you over these 
questions and I show you Exhibit "4614", Mr. Halvorson's 
Bxhibit and the first two pages of Exhibit "314" contain 
a condensed statement showing the Imperial's operation 
set out ina certain fashion, would it be a great doal 
of trouble if you would parallel those statoments con-~ 
tained on pages 1 & 2 of Exhibit "414"? 

I would not think so. 

Would you be good enough to prepare that? 


I will be glad to; 
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Then now, assuming that your commission agent owns 

his own truck or trucks. what assistance does your 
company give him in the financing of his truck 
purchases? 

That depends upon the particular circumstances. 

will you just elaborate on that and say what you have 
to say about it? 

Wheres he needs assistance in purchasing the truck, 

we often loan the money to him to mako the purchase 

or loan him what he needs and charge him a nominal 

rate of interest, 5%, 

You charge him 5%? 

On the outstanding balance, the averages. 

MR. MACLEOD: And take a chattel mortgage? 
MR. FRALEY: You take a chattel mortgage? 
No, we take a Bill of Sale on the truck itn most cases 
and when he has paid the difference we transfer it to 
him. 

Snd over what period do you assist hin? 

That depends upon his circumstances, 12 months or 18 
months is the usual. 

Now Mre Meltabarger, to the extent that it has not been 
already covered, would you say something about the 
arrangements which your company has for handling 
commercial comsumer accounts? 

Well, we have very few commercial consumer accountse 

I have a list of all of them here. 

MRe FRAWLEY: We had better file that 
then and discuss it. 
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Q Now, you have given us a list of these commereoial 
consumer accounts? 

dy Yes, there are 42 of them in jilberta and they 
purchase their gasoline in tank wagon deliveries 
at dealer's, at the tank wagon schedule less 1 cent 
per gallon, the same price as the 100% dealor pays. 

Q Yes. They buy at the same price as the 100% dealer 
pays? 

Jd That is right. 

He buys it for resale, that is the way he Sndseavors 

to make his living by reselling your gasoline but 

you give tho same price to tho wholesale gvocer who 

becomes one of your commercial consumers? 

That is right. 

As you give to the retailer? 


Yese 


SB & |p & 


Did that never strike anybody in the gasoline business 
as being out of the way at all. did it, why a man, 

a consumer, should get the same price as the men who 
buys it for resale and is selling it to gain his 
livelihvuod ? 

A Well you will notice that several of those are the 
Alberta Government and some of them are the railways, 
some of them are the Royal Canadian Mounted Police, 
some of them are the Dominion Governmont like the 
National Parks. 

They are all consumers? 

Some of them are cities and it is the established practice 


that all governmental bodies and municipal bodios purchase 
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at wholesale prices. Now when we get into the 
other commercial consumers such as Swift Canadian 
and other companies who are manufacturing and 
processing for wholesale sale and buying in tank 
wagon lots, biying by wholesale, in other words 
they buy all products they buy at wholesale prices. 
That is true and they just demand you treat them 
the same as ----- 

g11 other marketers of other commodities. 

Yes but would you not think you wero selling them 
at wholesale if you charged them the posted tank 
wagon? You sell them at the posted tank wagon 

and then something. you put them in the same class 
as the dealer? 

They buy in similar quantities. 

Gis a kn OW.s Snyway that is what you are doing and 
there is nothing that suggests itself to you of 
being at all unfair or irregular at all about selling 
to these consumers at the same price as you sell to 
retail? 

Nothing at all. 

This may be a small matter, but you know there is a 
yery grave possibility of abuse in this system. 
Perhaps I should say what I mean --~ 

I do not understand you. 

The X. Ye Ze Company, no matter what company it is, 
becomes one of your commercial consumers, goes on 
your commercial consumer list and that company 
has a great many employees and those employees have 


a groat many, as Gilbert and Sullivan says, "sisters, 
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and cousins and aunts", is thore not some possibility 
that the relatives and friends of tho commercial consumer 
go in thero and buy gasoline, the pump is thore, the 

hose is on, all the facilities are there, any danger 

of that? 

L Not unless the Governmens is a party to it and gives 
them a retail license. 

Q Without any retail license at all, I mean without any 
retail license at all, I do not suppose a Packing 
company would be given a retail license, then they are 
retailers but what I am talking about, I do not mean 
that at all, I moan the X. Y. Ze company has a pump 
in its backyard or in its front yard with rotail 
vending pumps, a tank and everything else, to supply 
gasoline and it is there to primarily service the 
trucks and cers used commercially uy that company in 
its business, that is what it is there primarily for? 

A Yes. 

Q Now is there, has it ever been known that they, what 
you might say, abuse the privilego and permit the 
employees and fxricads of employees to buy at the 
special prices, even at the posted tank wagon prices? 

A That is a big question. It has never been known to 
me, I have never known of that and I am quite confident 
if we ever found one of our commercial consumers doing 
that that we would discontinue selling to thom. 

You do not know of it happening? 
d There are several reasons for that, we would not do it, 


{f we were tho Swift Canadian, for the simple reason that 
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the dangers involved in handling tho product, the 
loss of handling and the cost of servicing thoOse 
cars and so forth would be so great as to just make 
it impractical to do So. 

Yes. Now on what bdasis do they acquire their 

equipment, their tank and pump? 

They purchase it. 

Paying cash for it or buying it on time? 

They may do either. 

Mostly they do what? 

It would be very difficult for me tu answer, Most 
of them already own it I would say. 

Own it? 

Have been doing this for years and consequently have 

paid up. 

And have their own pumps? 

Yes. 

Now @ new person came, a now commerectal account, 

what facilities do you give him for acquiring a tank 

and a pump? 

We sell it to him. 

Bnd how much, what percentage «8S % down payment would 

you exact? 

5 or 10%. 

Snd the balance spread over a considerable period? 
60 months. 

{nd if he decides to change from your company to the 
Imperial Oil or some other company, then what happens? 


he pays up the balance? 
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Bither he does or they doe 

I mean the balance is paid to your company? 

Yes, or we go after the equipment. 

Do you also include road contraotors among commercial 
consumers? 

Yess 

{nd you treat them the same way? 

YoOse 

You do not lend any other equipment to a commercial 
consumer, dv you, Buch as compressors? 

No. 

Jir compressors or anything of that sort? 

No, sire 

Now have you said everything you want to say about the 
steel barrel situation, that is the next question, what 
is the attitude of your company towards the steel barrel 
Situation aud have you any suggestions concerning the 
solution of that problem? 

Well it is quite a problem. 

Well, your company does it, I suppose, like everybody 
olsa? 

We mest the situation as we find it. 

Which means you do hand cut steel barrels along with your 
gasoline to consumer customers? 

That is right. 

You make no charge for the barrel? 

That is right. 

Jind hope to get it back in due course? 


We kosep a record of it, the serial number. 
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They arc serial-numbered are they? 

Yese 

Stamped "The Texas Company"? 

"The property of the Texas Company of Ganad® Limited". 
There is a certain mortality in those barrels, I suppose? 
They make stoves out of thom and water troughs. 

ASnd what do you do about that, you do not send the 
Mounted Police out to seize them? 

When we find a place like that we try tc collect for 

the drums». Usually they cut the head off so you 
cannot identify it and it is just a mortality. 

You only stamp one place then, on the head? 

That is it. 

Well, what do you think about the steel barrels, have 
you a submission to make to the Commission, whother ar 
not that practice should continue? 

Well we should like to see the consumer, the farmer, 
own his own equipment and the oll companies then deliver 


into that equipment, 


-—~@ Mr. Halverson says at Page 5 of Exhibit 7614" 


"Steel barrels are loaned to farmers and others, 
"with the exception of shipments into remote 
"areas such as the Waterways, where the barrels 
"are charged for at 38.00 each, roturnable for 
“eredit at the same price if in good condition." 
you do not sell any gasoline into such remote parts I 
take it? 
No, sir. 
Now this is really his submission on the point 


™je intend to carry on loaning the steel barrels 
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Mwe now have so long as they do not noed 
"replacement. “hen additional barrels are 
"needed it is our present intention to sell 
"the farmers non-returnable barrels at cost". 
Mr, Halvorson is speaking at Page 9 of Exhibit "314", 
what do you say about that? 
Well, we have never considered that. 
That is just my point, have you a considered opinion 
to offer to the Commission about this? 
We are just meeting a competitive situation as we find 
ite 
You will just continue to do what the other persons 
do and if they change you will probably change along 
with them? 
We will be compelled to, yese 
MAJOR’ LIPSEPT: ind what do you think 
about it, I suppose you aro compelled to do it? 
Well if we wish to sell a farmer and he has no drum 
equipment, if he could obtsin it from other eompanies 
he naturally would not buy of us if we did not 
furnish him with drums. 
ind if the other companies discontinued that practice? 
We would be delighted to follow. 
You would not be compelled to do it then? 
No, we would be delighted to follow. 
MR. FRIWLBY: Now, what is your company's 
estimated per gallon of tank truck haulage? 
We have nonee 
Both long and short haul, assuming long haul to be more 


than 50 miles? 


me 
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wi) We have no truck haulage of any nature at all and 
we do ho hauling. 
Q You have nothing to offer with respect to that? 
A Noe 
Q and now what is the advantage to your company of 
entering into third party and cross leases? 
L Well that was answered in my brief. There are two 
advantages as I see it, real advantages; first, 
it enables us to get into a market in which we are 
not presently established, where all the present 
marketers are, present outlets are, being serviced 
by other companies, without disturbing the competitive 
situation by taking in accounts from some other company 
and leaving them without a market. It enables us to 
get in there with a modern up-to-date garage and service 
station or retail facilities as contrasted with what 
we might find there, antiquated facilities, and it 
enables us to market at a lower cost than we could 
market at as a rule if we marketed through an established 
distributor. I think that is the only advantage or 
advantagese 
What is the advantage to the dealer? 
That he has a modern set-ups 
Well now, Mr. Meltabarger ---~- 


ond he has Pexaco products. 


fon ah Vo th J 


Yes, but you see you go into a town and you find an 
antiquated service station selling British smerican 
gasoline, and this I think is what you aetually do, you 


go in there end you spend a lot of money ---- 
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A Not necessarilyo 
Q # considerable sum of money in remodelling, reconstruct- 


ing, refinishing his premises, at your own expense? 


ve) Oh no, no, hever. 
Q At your own expense you do not? 
A Never. 
Q 4re you not building these beautiful service stations 
we see all over Calgary, there are two under construction? 
A If we do we own theme We are not remodelling them for 
someone elso, 
You own them? 
A Yeso 
That is really the same thing, you go into a town then 
and you build premises at your own expense and then rent 
them to a dealer who is, we will say, now selling British 
American products? 
Noo 
In some antiquated premises? 
No, sir, we do not disturb the present dealer set-up 
at all. We build a place or find someone who has 
money who wishes to invest, who builds it for us and 
we lease it from him and we secure some ontirely 
outside independent party to operate them. 
Q But on a lease basis? 
We lease it to him, yes. 
Q Your company has a lot of money, of comrse, and they 


can build these service stations, rebuild premises, 
a great many more than they have already built and that 


is your hope, I suppose, that you will continue to build 
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a great deal more? 
A As the market expands and as we see the need for it 
and the possibility of recovering the inrestmente 
Q You have to see the possibility of recovering your 


investment? 


fbsolutelye 
Q Tt is just a matter of how far into the future you 
Look. well, what do you think about the suggestion, 


that the main reason for tieing a person up with a 
cross-lesse is to keep out competitors? 

A We do not have such things as cross-lLeases. 

Q Do you not go into a place and rent from X and then 
turn around and lease to Y? 

4 Oh, yes, but that is not a cross-lease, that is a third- 
party lease, 

Q gnd that is the only kind you have? 

A Well, we have, so far as independent dealers are concerned. 
we have not, insofar as I know of in .jlberta. we have one 
in Macleod, Alberta, where our agent built the place and 
we leased it from him. 

Q On Exhibit "485" you say "Same party" under Calgary 
"same party, Gale & Lidgate", what does that mean? 

db We leased that property from a lady who owned it, I 
cannot think of her name now and Gale & Lidgate had a 
lease, and we leased the place for a gasoline outlet 
at 31.00 a year. 

Q I mean you have no places then where you rent from the 
operator and rent it back to him? 

Well we have, I say "Macleod". 


Q At Macleod? 
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From Mr. Schoagel, at $20.00 a month but he pays us 

1 eent a gallon for the gasoline he sells through there 

so we recover more than our rent. 

IT am just bothered a little about what this "same Farty" 
means on Exhibit "485", take Stettler? 

Well Stettler, we lease that from a man who Lives here 

in Calgary and lease to our egent, Mr. Murray, who 
operates it. Now the Red Star station, where it says 
"Galeary, Same party", Red Star, our agent, Mr. Campbell, 
built that station. We took a lease on it to enable him 
to borrow the money to build the station and we in turn 
licensed that back or leeséed that back to Mr. Hddio Robins 
who operates it and we recover our rent out of it. JDids- 
bury, that is discontinued now, Didsbury was 4 case 

where we leased to a man by the name of Rubenstein, we 
loaned him some money to tell the truth about it, and 

we leased the premises to protect our loan. 

On Page 2 you have "Stettler third-party". what does that 
mean; and then Stettler again "22,399 gallons"? 

Well, Mr. Murray. our agent at Stettler, built this littlo 
station out at Red Willow. He owns it and we took it 
under lease from him. 

Wait, Mr. Meltabarger, I want to get this clesr, that 
first "Stettler" that means the district of Stettler, 

does it? 

No, that is the one station that we havo in the town 

of Stettler which we lease from a man who Lives here 

in Galgary> 

Why the two Stettlers there? 

Well, one is a third-party lease and tho other is leased 


from our agente 
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C. D. Meltabarger 


Q There is nothing there opposite "Stettler", Stettler 
third-party? 
me) Yes, Stettler third-party, and then thet is hed Willow. 


gp 


It shows "Stettler third-party"? 


This is a breakdown of this other one ower here where 


Bo 


it shows Stettler. We have a cortain number of stations 
under lease over there and they sold that much gasoline. 
I am afraid I am wasting a lot of time? 

This is a breakdown of that. 

Q We will have to Look at these Exhibits and perhaps ask 
you to come back? 

A That is a breakdown of the individual stations making 
up the total. 

Q To what extent does your company finance dealers who do 
not rent company-ownod stations? 

What do you mean? 

q Well that is the question, to what extent does your company 
finanee dealers who do not rent company-owned stations, 
that is the ordinary dealer who simply sells Texas 
products at his own garage or service station? 

vy The only finaneing we would do would be for an extention 
of eredit for the purchase of products where his financial 
ability and integrity vould warrant it. 

Q That is all? 

That is alle 

Q You do not advance him any money to refurnish his premises 
or anything of that sort? 

L Well, there may be tho exception to that. I do not know 


of one but we might, ™ do not know that ve over have. 
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QO. D. Moltabarger S 11.532 = 

Q Would you mind just checking and see if to any oxtent 
you financed dealers or retailers? . 

Jj I can answer that, thero are none in .lberta. 

Q None in Alberta? 

A Noe 

Q Does your company have any plan for annuities, insurance 
or sick benefits for employees? 

A We havee 
You prefer to file some sort of memorandum about that? 

I have ite 
(Witness here produces small booklet. ) 

Q This is for employees of the Texas Corporation and 
subsidiaries in the United States? 

A We have the same thing with the Sun Life assurance Company 
in Canada. 

Q May we take it then that what is in force in the United 
States by virtue of this plan, this booklet, is in forces 
in Canada? 

4 That is right, through the Sun Life. 


(BOOKLET SHOWING GROUP LIFR 
INSURANGH AND PENSION PLN 
PRODUGED BY THE "ITNESS 

HERE Mj3RKED 4S EXHIBIT "487") 


( Go to Page 11,523 ) 


f 


©) 
t 


: - -¥ Bs * = : 
‘ . ; . : ets : - ris 
3 = "i fe ont ee J o! 
= : x4 oe : © a : 
: i 
y wt . s ' -! 
=a kek <% es is . ” 
‘ : : as = : a ay ner 
as e ie 4 Cc £ 3% hs 
k. ' > - ze - = 2 
Lo s . 2 a ~ < 
: : : : ‘ 4 e 
es a _ — d ; ; 4 ; 5S 
1 : rae = oo 
r 2 2 , ry ss as oo 
: 7 ee -- & : 
3 * e 0 a ye! 
Pe x f she: . ae 
/ i Ke . os fu 2c 
en - = Suk ae 
cane ca aa < an 
aa 3 4 = 4 coe, a =o 
= Po S or 
. &. sa = F 2 F s i “5 = » 
: 3 FS - ioe % J 
7 3 5 . re = 
2 “ 
hd O 
: 


O. D. Meltabarger. 


MR. FRaiWVGEY: This is the group life insurance 
and pension plan. The aecident and sickness benefit plan. 
The vacation plen. The Sermanent total disability plan. 

For employees of the Texas Corporation and subsidiaries in 
the United States? 

MR. MACLEOD: and that is extended to include 
this company. 

MR. FRAWLEY: 76s, in the way tir. Neltabearcer 
says.) NOW, at Deage Le or your brief, that would devour 
own presentation, lr. Meltabarger, I think you taiked 
about a service station supervisor. Now, you just referred 
to him by name there? 

Les. 

Just one of them? 

We have one in Alberta and one in Saske tehewan. 

TiesOone mn Alpemte wyom iidrat. pare 741 describe tisvduties. 
Now, the comment is that the large wage----was the wage 

Dit wee cCO GOb now where, Dr, iNrey got thelwage. 1°00 
not know. You have made an Hxhibit on the salaries but 
perhaos, you can tell us of fhand without any too close a 
PeLerence tO LG, to whet extent does the service station 
supervisor assist and to what extent does he interfere 

with the independent operation by the service station dealer. 
You understand that does not mean in anv sinister senge 

at all? 

He assists in this manner, in secing thut they have a‘l 

of our advertising help, such as pamphlets, leaflets, signs, 
banners and things that go un at the stations, and bulletin 
board posters and things like that. «anc we try to educate 


these operators to maintain clean, tidy, neat and attractive 
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CO. D. Heltabarger. 


premises and seeing that the premises are painted as they 
are needed and operated in a businesslike manner... He 
assists them by holding dealers’ trading meetings where 
they are shown the very latest methods of servicing 
automobiles or lubrication or otherwise. ?‘otion pictures 
are shown where the service and the results secured 

thereby are exhibited and the products, information is 
given the operators and dealers as to the products and 

why they are made as they are and what their advantages 

are [oY special purposes and so forth, 

To what extent does he interfere, I mean to what extent 
does he insist upon a certain eourse of action being taken 
by the dealer? 

To. a very limited, extent only. Of course, if the Oeever 

iS doing something we consider is illégal; for instance, 
running a booking agency, as we found one of our operators 
doing, or if we found them involved in bootlegging, as we 
found two of them doing, we naturally cancelled their lease. 
But otherwise, we would just counsel them and try tc change 
them over from a lackadaisical unbusinesslike operation to 
a businesslike operation. 

This is something that occurs to me and it may not be 
important. A service station operator is subjected from 
time to time to demands from truckers, some of these 
consumer accounts we have been talking about, to give a 
price which would obviate the necessity of that potential 
commercizl consumer putting in his own facilities. 

You know that is going on all the time? 

Weil. Ll sappose) Pti.is. 

To what extent would your agent take any hand in that sort 
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CO. De Heltebarger. 


None at all. 

To what extent would he object or have anything to say 
with respect to tut two price operation? 

Lbs inesne | concernvof dais); attall. 

If some of these Texas service station dealers are doing 
that, I mean selling at one price to the ordinary casual 
motorist and at another price to the fleet customer, as 
he may be called, that would not buther the Texas Company 
at all? 

if we found it out we would probably counsel with him 
and point out to him the danger of wrecking his retail 

Or iteastruc ture, worgitenesaseselling at’ ie.ss than/his 
eOstyvotpoosreationvthe | Pect ne is losing money on, it) and 
things Like that. But we would not say "You hve to 
discontinuesit..” 

Twould be interested in knowing what your views are. 

The British American told us that they were sure that was 
pole, On Tish tislong: (however) they were vsry casual 
about it, as I gathered, and thoucsht it was something that 
could not be stopped. 

TH CHAIRIMaN : Misia cowmldy not, be, avoided? 


tL *dopnoG, seeeynow Wit ican Timtess you had a policeman at Gach 


pump. Ifkwe, found, out) about, it we would counsel with 
thevtinan. 
Mi. FRAVCBY: Do vou attempt to do away with it? 


ie just do not. I say if we find out about it 

but we have no programme or volicy as regards it. 

‘hét is your view of the possibility of having two prices, 
one for the ordinary casual motorist and one for the 

whet you might call the volume purchaser? 


It might be a good policy. 


= : > 
= 


-% 
. = 
= 

wo = 
‘ 
SS 
2 ‘ 
bee 
r 
a ‘ 
ea i am 
+ eg ater 


ma 
er 
ire 


—— oo. 
x 
os 
. ae t 


xe 


as re 
Gers Melteabarger. 


There is some danger of ther extending it to include 
friends? 

In other words, a lurge trucking concern that is buying 
thousands of gallons per year es against the average 
motorist buying just three or four hundred. He would buy 
inivery much lerger quantities and his éost ‘of 

service would be much less than the averarze motorist who 
buys five or ten gallons at a time. 

Would you look at page 743 of your original statement. 

There ie anuitem therevof publicity, local and dea@ter 
service, In°l937 it was $4177.43; and in 1938 it was 
$2,496.00. ‘Would you mind elaborating upon that, please? 
That.©is whatewe call local). that is directly local 
advertising. For instance, if we opened a station such 

as the Sky Cuief station down here and we hired an orchestra 
and put on a dance and maybe servec refreshments, maybe 

the expense of that grand opening would amount to three 

or sour Hundred dollars’, end’ that “is charged into that item. 
Mi CONMIO: TONBR ULPSSaTTs: “hat is the number of that 
Exhibit ? 

Bs) SRE: Page 755 of Mrs Meltabargen’s 
brief, witchieis not an. Exhibit. Table 81 of Mr. Meltabarger 's 
invert. .a diy devicalied Volume’ 2. 

Te might insert an sdvertisement in the snecial booklet 
thet the Lions’ Club is getting out for a convention they 
are’ going to’ hold. We might sponsor the broadcasting of 

a football game or a series of football games, or hockey 
games, or something like that, and that is charged in that 
item. 

What is your sompany's idea in the matter of absorbing all 


rents and taxes of the service station operator. That is 
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to say making the company nothing but a landlord? 

I do not understand that question. 

MR. MACLEOD: iixcuse me, that Exhibit you 
ALO wo SKINS. LOM oLS., Baptist LON, 

MR. FRAYOSY: Wellin other words, .ifevou 
rent. premises, from liryc... eno owns it, and you pay him a 
eertain vent, 2 dolvars. and you re-rent that to one of 
your dealers, .vyou do not collect the total number of 
dollars you yourself spend. ‘Where is a difference there 
which your company absorbs. Now, that is the suggestion 
as I have it from Dr. Frey, and he simply wants to have 
your views as to why that shouid go on, as against simply 
insisting upon on each oceasion collecting what might be 
ealled the economic rent from your tenant? 

Ye try to do that and we are, with a few exceptions, now 
collecting as much or more rent than our cost. 

Than your cost. That ineludes all costs? 

Yes. Sir. 

Paxes, insurance, depreciation, repairs and everything? 

That is right. 

Mr. Cottle points out on Exhibit "485" the total rent paid 
is $22,312.43, and the total rent collected was ¢17,90%.97? 
That does not tell the whole story. That is because of the 
method of accounting that we use. That is the amount of 
rent we collected from the operator directly as rent. 

But in addition to that we sold to those operators last 
year 857,370 gallons of gasoline on which we collected 

an additional cent per gallon. ‘5So that we actually recovered 
from those stations an additional $8,573.70, and that is 
not shown there. 


Yell, Mr. Gottle will have to look at these Exhibits and, 
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0. D. Meltabarger. 


perhaps, ask you for some more information if he needs it 
to understend them thoroughly? 

I may state thet our intention is to collect in full the 
cost of every one of these outlets. But some local 
condition might temporarily prevail that would prevent 
that. But as a rule we do collect the rent. 

‘hat is the attitude of your company towards fixing the 
dealer margin? 

“e doinot beiteve in it. 

You do not VeLieve ini that.at all? 

No. 

You are satisfied, if it should work out that way, to have 
any number of prices in the City of Calgary? 

there is no way that we know of of preventing that. 

Mr, Miller told us it was a fact that there were lots, 

a ereorimushbervor prices in the OUity of Calgary. Welly 1 
have bought a certain amount of gasoline of all the 
companies and I have never paid anything but the same 
price all the time, and that was the price I knew to be 
the tank waggon, plus the recognized retail margin, which 
is pretty definitely recognized in this City as being 

44 cents, plus 7 cents. “ell, 35 cents for the 100% 
dealer «nd 44 cents posted tank waggon. That has been 
recognized for many years. I was very much surprised to 
hear Mr. Miller say that. Now, what do you think about 
that? 

I hardly know what to say. It is a fact. 

Let us take your compsany. If we sent @ car around to each 
one of your service stations in the City of Calgary to-day, 


would the purchaser not pay 27 cents a gallon at all of your 
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CG. D. Neltabarger. 
stations for Fire Chief gasoline. That is, to anyone buying 
5 gallons of Fire Chief gasoline would he not pay 27 cents? 
I should think so, but I would hate to say. 
it does. not matter to you if it is ‘beings sold at 25, 66, 
27, 28 or 29 cents. It is absolutely no concern of yours? 
Only indirectly. “ie feel this way, we counsel our operators 
to this extent, thet they have to make a nrofit and a 
living. We want them to make a decent living at least. 
it “ney are not ultimately they will go bankrupt and in debt 
and we have to get a new operator. de do not like whet, 
naturally. it hurts our business. We try to get them to 
Operate on a businesslike basis and make a reasonable profit. 
If they are giving away their profit we point out to them 


they cannot stay in business and do that, but other than 


YOU ore@ interested in maintaining the solidity of ithe 
busimess; “and in Keegine the gsallonersce there, aren't you. 
Now, are you not afraid if they started charging 30 cents 
Oleas CCntS TOr Fire (‘Ohier sasoline that his gallonage 
would start to go down? 

You mean 2 hicher price? 

Yes.**27 certs, I-am puttine to you, is the price? 
Probably it wouid. 

and if he started selling for 23 cents or 24 cents, would 
you not think that is hardly playing the game with the 
other operators? 

That is right. 

ond in the result does it not play out in the vast majority 
of cases? 

The trouble is we do not know about it. 


You have a service station supervisor? 
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CO. D. Meltabarger. 
He does not see each individual transaction. He does not 
know what they might give a consumer in the way of discount 
either at the time of the year © "Ov lab tune Vena) OL uae 
month, or any extra gasoline or a lubrication job. 
I do not know how important it is, and perhaps it is not 
Vory AmpoOmtant etral). You say itis’ going on.) sire) Meier 
told me, perhaps he was only being funny, that I did not 
shop around and I did not know about these things. You say 
that a man might very well go around the different Texas 
stations and get gasoline at different prices? 
I do not know. JI do not think vou could, but----- 
Iam just wondering to what extent it was going on, if at 
Lr 
i feel ar it were going on to any major extent we would 
know about it. 
Would you express yourself ahout it? ‘What is your view 
as to whether there should be something fixed, that this 
Gommission should say, and after all it is one of the 
things they must enquire into, this Commission should say 
after hearing all they can about dealers’ spreads and 
the cost of doing business and so on, that it should be 
4 cents, 3 cents or 5 cents or whatever figure may be 
arrived at, and that maintained? 
“ell, it would be easy enough to say what it should be 
but it would be impossible to maintain it. 
It is the policing of it that you say cannot be done? 
It cannot be done. ‘Ye have tried it, in other words. 
THES CHATRMAN : You have tried it and found it is 
impossible to prevent? 
You would have to have a man at every pump and oversee 


every transaction. Not only that, but you would have to get 
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what this operator had, whatever money he had in his 
pocket at the end of the month. “hen we are not present 
he could give it back if he wanted to. If he does that 
we know and it is proven by the fact thet we operafe in 
certain places test stations to find cut what it actually 
costs to operate, and as near as we can determine they 
cannot operate on less than a margin of 4 or 5 cents, and 
it is gradually increasing as the minimum wage laws and 
union activities require certain numbers of emplovees at 
& station, numbers sometimes in excess of the actual 
requirements for the service, in order to avoid strikes 
and things like that. I am speaking now of the states: 
We know that they have to have a margin large enough or 
they cannot stay in business and make a decent living. 
and if they give away very much of that they soon find 
thense ives in difficulties. 

MR. COFLIISSIONER LIPSETT: If their gallonage was doubled 
would: they be able to operate on less? 

It might increase their cost to such an extent that, 
because cf congestion in the driveways and their facilities 
for service, and the size of the premises, that their 
cost would be even greater per gallon and not less. 

You mean if they doubled their volume you do not think it 
would reduce their cost? 

It might and it might not. I gave you an illustration 
of that, that the big business of the service station 

is in certain hours and they will sell, in the course 
of two or three hours as much as they will sell in the 
rest of the day. And they usually take their men off the 


other work they are doing, for instance, repair work or 
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Ge D. Keltabarger. 
greasing or washing, and use them in these rush hours. 
And then they use them in their other activities in the 
meantime. ff they doubled their volume they could not do 
that without increasing the number of their employees to 
Such an extent that they would be idle a great ~ portion 
of their time. It would take an individual analysis of 
each particular case. In some cases it would decrease 
their cost and in others it would increase their cost. 
MR. FRAYURY: Yould you mind looking at page 
878 of your vresentation. That attracted Dr. Feey’s 
apisotion. That as the difference in these dealer margins 
in certain places in the United States and in Alberta and 
other parts of Canada. He wants to know if it should be 
inferred from this table that Alberta margins will advance 
Or iS to be interreg athet Alberta distribution is less 
wasteful and consequentiy has a lower margin than some 
Other laces cGiied, or’ is the infereneé that duplication 
28 Jl6ss. pronounced in Alberta? 
You would have to make a lot of presumptions to make an 
inference such as that. For example, you go dom ito 
Binben GiOtGEnea Wieth LS Controlled in every detail by 
the unions. 
By ne unions. You mean the mine unions? 
16s, the labor unions. They tell you how many operators 
you must have at a station and what these operators can do 
and cannot do. for instance, they would not permit a man 
who is greasing a car to service a pump. They have 
a different cost picture than you will have in Calgary 
under the present situation. That might come to pass in 


Calgary. Now, they also tell you how much you have to pay 


Se - 
=f = 3 4 = ges orn 
‘ A = ts aS 2 7 <. 3 &: - be x ‘ ae 2 
: P oe Siics = *s ls = Pi = Sr a = : ie Eee 
. = ; : ser =) ‘ 5 “% ee a . 7 9 oF we : 4 : an : 
; f ¥ 2 : t é 3 : : 
a a P ‘ = 
2 Coro = ae oe rr. - at y a ~ 
ay ak 5 a A a : ? a é ; 
ba ie : af 2 : a 5 gd : ¢ r ‘a : : 
: VG 4 Hes - oe , 3 % agit ao, Ae Sp : ae 
* . i rag = = 2 z et as & i * 
ad : " o Be : Be: E : : 4 ot : , - a 3 
» oa id : is fe sak ; : i + 
is biraeg 2 R a = : 7 i c@ a fis ; ss f 
¥ ‘ > vs ee : 3 cg ; * 5 
oan < - j ( : : . = B : =. 4 ; ‘ a i 
us ps 2 2g a e a Powe “ : . = 
- st - ask s cab g Y “, 5 : ° 
5 : agen . 2 sate 4 wars 5 “ee we . > : a 
3 2 hag y = rey ups mu ae ie reas a F cae 3 
G ail is u os = ae ae ‘ < 
- 5 3 ‘ os rid iin she ¥ a Ee pe : 
: = ha une * ae Ris - “ me 
= 3 . : e ‘ see 5 ' “a 4 > veo 
ey a 5 m ae tz z hee - r 
: : 2 3 res E or : & - as ‘ a. 
i a eh." Ba a = H ri “ ‘ r ’ . : 5 = 
; Es ‘ : 1 f aa 5 i ny * . F, ' : ae 
= « : ; oes a ‘ os; ts 7 =i sh i = > 
< : i : x r i ee 3 : = 
ae mee ze “ = : B . *. 5 os ras : » 
id : ; j < iat F , : : ; ean we 2 
d a aM ; os _ re ' at SF Ce : * 2 te E 
mit a We ay = a i: = *s 
x 2s ox we i : Le ? ¥ pi = : : 
cs = é se 3 a . 2 Phin, “2 a. , > a 
: : ‘ = ve ~ : 
a , 7 soy 1 =H E e Ne é m rae 1 * »: a < mp mE 
; j ps : F ot i n z bak z i ae z aa 
- ii : = ; Z : ow ws - ae: 
+ : : a: = : : at wg : 
x % ¢ - : ey 5 pen 2 = : t Bs ra c= 
eI ae " ’ 3 t wae x ‘ . “4 2 by 7 : 5 2 
F 7 jee i 5.35 : z 4 af F 2 if. t > ' 
Be " if a A ane ~ % a 
nS “ ¢ (fs 2 ? Hy ne , ‘ f : = 
as is | - 4 * Zi; fo) ” ’ ? : . 
, a ar : ‘ : : 2 : ree ; : as : i 
E 3 z - Fe < ‘ z ; . —— - 
c ; 4 5 ees G - Miva : B d = : q -) 
= ii - 5 1 . oan 4 cha + 
“7 rast a = : ae a : : 
ie f : 5 e : - 
- . we xe . PS het : > , ; “ a ag es 
E < SFR, ot 5 = 2 5 : : ; Me z = : 
, ie ag - E t ; S 22 2 = 5 . 
re a F saEt “4 25 ae ok ; 5 os 
4 r fe a5 aS P ie >i eek ge 
ee me Ca 5, e E wis 
ate a ; = : : - e 
co = 4 . = eee ‘< ‘ = at ee cary oy ae a é 
es #22 : is E r t ~ ‘ : . fas oe 
. = i o ‘ : “4 i ; ‘ q 
Sen " : fee if Wire 4 : che : < = 
are Beye f ‘ ves oy : 
Whee Zz - 4 aos z 4 ade a . 5 4 wee 
a a . a is = . P : : : 
Carey * a 24 “ Fi = a 
> 2 se . ju - oe - = - i Py 
7) : - - oa = J = 7 
E Ae ees at 4 naa ‘ ° 
2 . Ws ahs wee Gi x 2 - i ‘ 2 
5 é F : 2 . Sut s = = ~~ 
oe ae “ . P , . . : * a: 
: é z Awe : ne Z tes = 
& eis ’ ed x . : ! . 
- ta + a 5 - ; a: ix 7 
> 7" 4 Sa ae Sod 
E : : 
: oa 1 


te 


& 


TL tly a 
Os Ds Meltabarger. uD PoOo 


the mauagers of these stations end how much you have to 
pay their helpers and how many days’ vacation a year you 
must give them. 

The spread in Butte, Montana, is----- 

Tnety LT think, “is the highest anywhere in the United States 
as far as we know. 

5.24 cents? 

That is right. 

The same figure in Calgary is 4 cents? 

That is right. It is 4$ cents. This was made up before 
that time. 

We were talking about that the other day. It is 4% cents 
in Calgary as against 5.24 cents in Butte? 

veo. 

#00 at Chicago £t is 5.5. That is in the City of Chteaga 
where there must be a tremendous volume? 

Yes. 

In New York it is 4.9 cents. What do you say about that, 
about the spread say in Chicago as against the spread in 
Calgary? 

Well. Chicago is @h entirely different picture. Thar 
Spread is orm thing but what they give - they give you 
sets of dishes and most anything from puppy dogs up, as a 
reward for your business there. 

The reward for buying gasoline? 

Nes You can get almost anything fur furnishing your 
house in service stations there. The spread is largely 
fictitious. That is the spread supposedly, but it is not_ 
maintained. 


What do you say---- 
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C. De. Meltabargsr. 
For example, you go out to Vancouver, and the spread is 
Supposed to be 5 cents. But really, it is only 3 cents 
because the spread is based on 22 cents tank waggon. 
The actual retail price in Vancouver to-day is 25 cents. 
The spread cf 5 cents is based on 27 cents retail price 
and the actual price in Vancouver to-day is 25 cents, so 
they are making only 3 cents although the established 
price is supposed to be 5 cents. 
Is there an established spread? 
The tank waggon prico is 22 cents for the 100% dealer. 
ihe retall price: that. ia posted up at the station 2s 27 
cents, but they are actually selling it at 25 cents, so 
they are only making 3 cents. 
Why do they keep that posted price at 27 cents when they 
charge 25 cents? 
Competition. 
I want to get as much usefulness out of your evidence as 
Ican. What do you say, looking at these spreads, 
qualified as you now say they must be qualified. Should 
Alberta margins advance? Do you think they will advance 
Ena tnaw They are out of line with these Lerger spreaas? 
There are two factors. ‘Je have an undeveloped market here. 
The consumption of gasoline in alberta is some two thousand 
gallons less than it is on the average to places in the 
States where they have better highways. Now, we have to 
look forward to a very large cushion and additional 
gallonage coming through this station, which will, as you 
Suggested a moment ago, bring more volume and more revenue 
to the operators and at the 4 cent margin they will be 
better off in the future with the same operating costs 


than they are now. But we have this tendency of shorter 
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G D. Meltabarger. 


hours «amd of minimum wages, which have been recently 
increased, and other factors, and the possibility of 
unionization which may balance them or maintain them as 
it is or may tend to increase it. 

I take it from what you said earlier that you have nota 
great deal of concern with the retail margin? 

No. 

Can you tell us how much it costs per gallon, on the 
gallonage through service stations, to maintain credit 
ecard service. If that has not already been covered? 
Well, that is another hypothetical question. It edosts 
Something, OF. course, for accounting purs‘oses. On the 
other hand; it produces a very large volume of business. 


Are you able to say. il suppose there is some purpose in 


asking this and getting some idea what this service costs? 


The costs sevarate from the accounting point of view, is 
the credit card sales losses, that is account losses. 
There would be losses and then. the accounting costs? 

In 1938 of $185,864.90 worth of business in Alberta, or 
Calgary and district we lost $314.18. 

te we file what, that, might be useful. Yow have va 
statement showing that, have you? 


Yes. 


™e will discuss that after we have marked it, Mr. Meltabarge> 


(STATEMENT SHOVING COST OF 

OPERATING CREDIT OaR3sS IS 

NO MARKED AS EXHIBIT "486". } 
That might not turm out to be a loss at all because some 
time in the future we might co'’lect most of that... Often 


we-do. The last two or threes years our collections of 
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written-off accounts has been greater than our write- 

offs during the current year. So that might turn out 
tOUDE 2 oss or 2G mieht no t. 

That is only for the Calgary district. Have you got 
anything else? 

TH CHATAMAN: that is that statement, 

Bxhibit "488"? 

A statement of the credit card sales as compared with other 
Creditisales por tne, vear. a In addition to the sales that 
we make we have also transfers, of course, of business 
that comes from across the Line. Then we show on the 
bottom the particulars of our bulk station and credit card 
losses in 1938 «ne on total credit sales our losses 

were 13/100 of li. 

MR. FRAWLEY ; This Exhibit contains all you 
can say about it? 

Yes. 

Now, Mr. Meltabarger, apparently your commission rates to 
bulk plant operators are not the same and why is that so? 


Well. they are comparable. “le have had to, in 


‘getting established in certain places where an agency 


was non-productive so far as gallonage was concerned, and 
in order to assist an agent to get established we have 
given him a little larger commission temporarily than 
our regular commission, than we have for commisad on 
Paves. Mo Cents s our established rate for Pire 'CUhier 
and Sky Chief gasoline. ‘Then we get into 3rd grade 
structures and distillate due to the very small 

margin on those products we give our agents smaller 


commissions than on the other products. 
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This is what Dr. Frey is referring to, Table 82, pages 

746 and 747 of your presentation. Even on gasoline 
there, reading down these stations, station 61, 2 cents, 
and station 61, 24 cents, how would that be? 

That would be on a différent product. 

A different product of gasoline? 

Yes. 

In other words, station 61 gets 2 cents and 2+ cents? 

One is July 17th, 1954, and the other is July lst, 1936. 
something happened in the meantime that made it necessary 
for us to increase his commission to enable him to 
operate. 

You have no hard and fast rule. I understand from the 
Imperial they have u certiin setrate of commission 

that obtains all over the Province of Alberta? 

He haverne, hard and) fast rule. 

You Have no hard) and Last: rule? 

No. 

Then why do you say you see you have that flexibility? 

Ye just meet the situation as we find it. Ne egannot close 
an agency just because----well, for instance, Vulcan. 

a few years ago we had a fine business in Vulean and 

then Turner Valley raw naphtha came along and that business 
went almost 100% to the raw naphtha. Cur agency dropped 
in gallonage and down to practically nothing but still 

we wanted to maintain the agency there and we might have - 
we did not in that particular case - but we might have 

in order to retain that agency, have given hima 
temporarily larger commission to keep him there. 


Subsidize him to that extent, # to speak. 
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C. D. Meltabarger. 
Does your company feel that the distribution of gasoline 
through service stations is sufficiently adequate to 
justify no further licences by the Province? 
Adequate for what? 
adequate to service the needs of the people, I take it? 
That would require a definition of the needs or an 
explanation of what the needs of the people are. 
I would like to have your views about it, as we have the 
other companies! views so far, not all, but we would 
like to have your views about it. Do you think that 
looking at the whole of the Province of Alberta there 
are enough service stations to serve the 750,000 people 
that we have? 
Biochem predent time were are enough to serve them) invtne 
way they are being served, yes. 
Do you think that----- 
DUG oot Lech that) thatiworldsperadequate four or ifive 
years from now, by any means. 
Probably not, but as things are at the moment you think 
there are sufficient service stations? 
Louserye othey people ag uuney are being ‘served: with, the 
products they are getting through them. 
There is one other question, and I do not know whether you 


can answer it or not. Do you understand the mechanics 


in the State of Montana whereby this gasoline is sold to 


the Texas Company of Oanada. “r., Suunders may have 
covered it or if he has not perhaps you ean do it. The 
Texas Oompany of Canada buys from the? 

Texas Company of Delaware. 

It igs the Texas Company and it is a Delaware corporation? 


Yes. 
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¢. D. Meltabarger. 
That is the only people you do business with? 
ae ce 
If as and when you buy, you deal with the Texas Company, 
Delaware corporation? 
Yes. 
The Texas Company, Delaware corporation, does not make 
gasoline. Where do they get the gasoline? 
From the International refinery. 
Is there a sale from the International Refining Company 
to the Texas Company, the Delaware Corporation? 
Year. 
Do you know at what price that is sold? 
NOV DLT. 
That is what you do not know? 
No. 
And the international Refining Oompany, there is no further 
complication there, they own the plant that makes the 
PosoOline and, therefore , it is their gasoline to sei? 
Dito mes rt el Us 
They sell it to the Texas Company, the Delaware Corporation, 
and it is all sold to them? 
That is right. 
What -- your opposite number in Montana, Mr. Barton buys, 
he buys it from the International Refining Company? 
He buys from the Texas Company of Delaware. 
“hat is Mr. Barton's company? 
The Texas Company of California. 
& California corporation? 
Yes. 
We have it then in Montana,the Texas Company a California 


corporation sells gasoline that it buys from the Texas 
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GO. D. Meltabarger. 
Company of Delaware, a Delaware corvoration. The Texes 
Company, the Delaware corporation, buys from the 
International Refining Company, which is a wholly owned 
subsidiary of the holding company, the Texas Corporati on? 
Right. 
And similarly the Texas Company, Delaware Corporation, 
purchases from the international Refining Company and 
sells to the Texas Company of Canada? 
Yes. 


You do not know the price at which the Texas Company, the 


_ Delaware Corporation, buys? 


No. 


THE CHATRMAN : ele ner wii never some 
questions to ask the witness in the morning, so we will 


now adjourn. 


(At this stase the Hearing was adjourned until 9:00 A. MM. 


19th July, 1939.) 
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Pec rana il wy Province nf Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 

IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


‘SEE So 


Commissioners: 

The Honourable MR. JUSTICE Meera 
i (Chairman) 
—and— 


L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta July 19th, 1939 


VOLUME 


Page 

Nome Oo = July loth, 19.39 
WITNESS: 

VeCiiewe meltaberger,, Tegal Uedo lisa. sis ecpei 

Boose rer Havelock, SWOYM \s\v. sk w seig es cM ee As Hay 

Thomas Noyman Clayton, SWOT oss siete 1s erate Oe 

Gee eBid Toe 

EXHIBIT 489 | 

Volume 1 of the Texas Companyi‘s 

eubmission, presented by Mr. 

PEeURUErS so... o> preEnes ee ove Ces ereeee Pee oe werd ie ie Ra 
EXMTBIT 490 _ 

Volume ~~ of the Texas Companys 

SwviMo con presented by Mir. 
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EXHIBIT 491 

Blank form produced by the witness 

Meltabarger, showing the specifica- 

tions of Petroleum Products used 

moe aAS COMO AIL 4s 4 <sw ste ere sh eimeenaee ec+ll, 546 
HXHIBIT 492 

otatement produced by the witness 

Meltabarger showing number of office 

buiidings, main stations , bulk 

Peedoves, Service stavions, Clic... on 

the Texas Company (similar to pages 

Sen OG UT Da OLA) ete wtnele ope weed oto 
EXHIBIT 496 _ 

Book of financial statements re } 

North Star Oil Company Limited, 

Droduoed by the witness Havelock. wi... otal dated 


EXHIBIT 494 
ioe ecopy, setter, dated July l2th{ 1939 y 
from tir. Clayton of- the Norin Star 
to Mr. Cottle, showing new prices 
for products purchased from Imperial 
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CnCIL De. MaLTsbsaGER, having 
been recalled: 
Mi. MACLECD: 11 we put these books in 


now, sir? 


THE CHAIRMAN: Yeso 
MR. FRAWLEY: Might it not be well to 


describe these as Mr. sSeunders’ volumes? 
MRe MACLioD: Yes. they were presented by 
Mr. Saunders and containing all the individual exhibits 
DLD aha by bin. 
(VOLUME 1 O07 THE TEXES 
COMPANY'S SUBMISSION 
PRESENTED BY MR. SAUNDERS 
Hbak MARKED 45 BXHIBET "489")} 
MR. MACLEOD: The next volume is a part 


of the submission put in by Mir. Meltabarger vith his 


slg pal barre ye 


MAJOR LIPSE?T: Is this volume completes. 
“ LINGSS : No, I am sorry to say that it 
is not- We put in the tables but we did not have it to 


put in the charts. 
(VOLUME 2 OF THH TBXus 
COMPANY'S SUBMISSION 
PREOHELTED EY MR. LELPABS RGR 
HERE MARKED s& EXHIBIT 490") 
MR. MACLEOZ: 4nd this large portfolio has. 
also been chanzoeG. 
MR. FRAWLEY: Mr. Meltabarger spoke to me 
last evening, really what it gmounts to it is an easel, 
which made it an easy way of presenting this set of 
large maps and New York has asked Mr. Meltabarger if 


that can be returned and if it was given some other 


covering I see no reason why it should not be so long 
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as it is equally convenient to the mambers of ths 
Commission. This is rather an elaborate affair 

with metal clips so that it ean be stood up. 

THE CHAIRMAN: If it ean be kept 

together by snmething. 

MR. FRAWLEY: Then that is understead, 

that it can be returned. 

WITNESS : Mr. Ray said it was made 
specially and was of a speeial make fer these charts 

and they need it in connection with that monopoly 
jnvestigation down there. 

MR. FRA\VILEY: But they de not need the 
oontents? 

No, just the cover. 

4nd you will furnish something else whieh will hold Lt 
together? 

Certainly. 

MR. FRaVLEY:; TI have just a question or twe 
before you commenos, Mr. Chairman. 

MR. FRAWLEY: Mr. Meltabargor, I quite sever= 
looked asking you something which I had oalled to yrur 
attention about the 30th of June and that is the speelfic~ 
ations of the products which your eompany markets in 
Blverta and will you now file thase ploase? 

I have not got those, Mr. Frawley. That is something 
which I hoped to get yesterday but I have not tho 
specifications in the way that I know you want them, 

I have this information, that these gasolines respectively 
moot the following specifications of the United Statos 
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Federel Government: 

Sky Chief, Federal specification vev. - m - 571 -a = 
for motor fuel "v" section F4, note 5. 

Fire Chief meats the Federal Speer ion tet Wiel tart it ane 
571. -a~- for motor fuel "v", and then our Valor gasoline -~ 
That is 3rd structure? 

Yes, made to speficiation v.av. -G-= lOl = a. 

I might state the reason 
for putting it that way is, that some three or four 
years ago the Texas Company started out on an slaborate 
investigation of weather conditions over a period of 
40 years all throughout the American Continent in each 
zone, they divided the United States into 23 zoms, I 
believe, and started making what they ¢dlled tailor- 
made gasoline for each zone, which is changed four times 
per year, summer specification, fall specification, 
winter specification, and spring specification, to 
provide a gasoline for that particular zone that is made 
to best meet the climatic conditions, the average 
climatic changes that have prevailed over a period of 
40 years in that area anc because of that any specific- 
ation we might submit to you, for example, would not 
be the specification which is used in September and it 
is just’ a question now of what we might do in that 
respect. 

Q Well, of course, Mr. Meltabarger, I would have to almost 
insist on something being filed because take this question 
of importations, the Commission cannot possibly intelligent. 
consider the importation of your gasoline as against what I 


was talking about yesterday, 77 Gasoline or Mr. Trimble's 
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gasoline, that alone indicates a necessity for it 

and then in a larger way we have ths Imperial, we 

know thet your gasoline is selling in the same price 
structure, your Sky Chief, as the Imperial Ethyl and 
your Fire Chief tn the same price bracket as the 

Three Star; well, the Commission should have, in 

my respectful submission, pretty complete data in 

the way of specifications to put down one beside the 
other, to see whether or not these companies are selling 
the same gasoline. 

Well, we did not have time. I intended to oall Mr. Ray 
this morning and I didn't have time. 

If you will take your timo? 

We will get it, 


THE CHS IRMAN: The witness will get it? 
WETNESS: Surelye 
MR. FRALEY: Mr. Chairman, it was salled 


to my attention last evening by Mr. Meltabarger, after 
adjournment thet the Exhibits "302" and "S03" which 
were the specifications which the Imperial submitted, 
did not, in Mr. Meltabarger's vpinion, disclose 
sufficient, or perhaps I should sey, the requisite 
amount of information, but while there was some thought 
of having them uniform ve will just have to lesve it to 
you, Mr. Meltabarger, to put in what you think is 
sufficient. 

My statement in connection with that is this, if we gave 
you our specifications on the basis that this is made up 
on, I dv not see how you could or any one could make any 


comparison between mine and the Imperial's specifications 


pie 


5 

C. D. Meltabarger - 11,545 - 
because ours are based on an analysis of the 
distillation range from initial through she 10%, 20%, 
30%, 40%, 50%, right on through and theirs is on 
a percentage basis. 

Q You do not think that some one like Dr. Prown 


looking at Exhibits "302" and "303" and your 
specifications could give an opinion to the Commission 
as to how they were comparable? 

& No, I do not see how they could. That is only my 
opinion. 

Q Then it is idle to ask you to set them up as the 
Imperial sets them up in Exhibits "302" and "303", 
you simply do not do them that way? 

JB No, it is possible, IT can say this that a complete 
run of distillation would have to be made in order, 
that is on that basis, in order to put our specific- 
ations on a similar basis. 

Q I think we can file one of these so as to have it for 
Dr. Brown's information at least, you gave me this 
last evening, what is that, Mr. Melteabarger? 

A Well, that is the form used to list the specifications 
on gasoline for laboratory reports and inspection. 

Q Is 1* wheat would be ordinarily used by you and will 
be the form in which your specifications will be 
offered to the Commission? 

That is right, 
MR. MACLEOD: That is for the United 
States Bureau of Stadnards? 
4 Well, that gives the specifications in the same classif- 


ications that the United States Government uses in the 
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Bureau of Standards. 
Well, take one matter hore, which we heve heard a lot 
ebout, I do not see any Octene here? 


Well, there is a blank space in there. 


Oh, that is fine. May I offer this now, Mr. Chairman. 
THE CHAIRMAN: Lorwillbe  gxhibiv, "4976 


(BLANK FORM OF SPECIFICATIONS 
PRODUCED HERZ MAakED As 
See 491". 
WITNESS s I would liks, in connection 
with my comments on the specifications furnished by 
the Imperial, I would like to say that I have never seen 
them on that basis and it is possible that a chemist 
Might arrive -<- 
Gould read enough out of their spocifications to make 
them comparable with this form Exhibit "491"9 
That is possible, I do not know. 
MR. FRAVLEY: Well that is all, thank you. 
Mr. Macleod says you have a statement ready which would 
be comparable to Exhibit "314", pages 1 & 4. 


(Witness produces same.) 


MRe FRA'TLEY: I would offer this statement? 
THE CHAIRMAN: What is this? 
MR. FRAWLEY: It ts a statement of the 


number of office buildings, main stations, bulk agencies, 
service stations and so on of the Texas Sompany of 
Canada. 

MR. MACLEOD: I think it is all caontai ned 
in our pr6vious material. 


(STATEMENT PRODUCED HERE 
M4ihuD aS BXHIBIT "492". ) 
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WITNESS: I would call your attention 
to one thing, Mr. Gallaway, who prepared this statement, 
shows the number of salesmen and supervisors and that is 
sevene Well, that is for the whole district and our 
office staff handles the whole district, while the 
Imperial has their setup on an Alberta basis and a 
Saskatchewan basis but we have not. 

MR. FRAWLEY: In other words, the whole of 
Canada, so far as you ar® concerned? 

Yes, so we are operating differently in that respects 
than they do and there is no way of making a distinction. 
MR. FRa 1BY: I think that is all. 

THE CHAIRMAN: Mre Meltabarger, what if 
anything have you to say about the fixing of a field 
price. We are coneerned about that and we ask all 
witnesses that we think compstent to speak about it, 

to givo us their views? 

Well I would not consider myself competent to speak 
about that because any knwoledge that I have would be 
Yased on hearsay evidence, nevor having had any 
experience in that. 

MAJOR LIPSETT: Do you allow an extra cent 
to the undivided dealer, Mr. Meltabarger? 

Yeso 

Now I put, I think, to the other companies the question 
whether the policy might be changed so as to allow 

bach dealor to handle any commodity he liked and save 
that one cent to the public; the point of view, I am 
just putting to you for consideration, is this that if 
the undivided dealer, if the divided dealer rather could 
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handle your products for g cent Less than the undivided 
dealer, equally the undivided dealer ought to be able 
to do without that additional 1 cent margin for the 
benefit of the consumer and I would be glad to get your 
considered views on that whole thing; supposing it 
applied to everybody? 

A WeLL, there are very few undivided dealers, for two 
reasons, first, because they want to aet the extra 
cent and because they need it in their operations. 
You mean there are very few divided dealers? 
Very few divided dealers, yes. and most of the dealers 
who are divided are dealers who for example, such as 
the Maclin Motors here in Calgary, who sell a very 
large amount of car 6quipment to the different oil 
companies. They are Ford distributors here and they 
Bell to the British Americen and others and they 
consider that the reciprocal business relations, in 
other words, make up for that, I suppose there are some 
cases proyably where these divided dealers actually do 
get a discount but entirely aside from that, secondly, 
there are some dealers vho have practically a monopoly 
in a cortain community and are divided because they 
want to take care of the domands of their customers, 
They figure that is worth their while, I presume, and 
then we have the marginal fringe of dealers who consider 
they have to have about everything the market affords in 
order to take care of the public demands and they are 
willing to sacrifice the small amount of revenue which 
this extra cent would give them, as being only a 


supplement of their other business, their gasoline business 
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. botng-a relatively-small.part of their revenue. 
--Now, from the standpoint 

of the public I cannot see how this revenue of this 
extra cent would be passed on to the public for this 
resson; the prevailing margin in this ocuntry is 
4 cents per gallon to the dealer, especially in tne 
larger centres. There are outside points wheres 
the dealers get a margin higher than that due to 
their extremely wide fluctuations in seasonable 
business and small volume and so forth and they get 
a higher margin by virtue of their business in that 
respect but where the dealers ~.as in Galgary are 
getting 4$ cents and in Edmonton 4 cents, which 
includes the 1 cent per gallon, if the divided dealer 
were given the 1 eent and put on the Calgary basis it 
would make no difference with the undivided dealer; 
he would be on the same basis as he is at present and 
we would consider, and I think the history of the 
past shows, that the dealer has to have at least the 
4 cent spread to exist and if he is not getting that 1% 
is because of lack of business ability or knowledge of 
what he, of the cost of doing business, and the advant- 
age he thinks he gains by the reduced price, in extra 
volume or for some other reason, we just consider he 
is not running his business on a sownd business basis 
and consequently ho will follow the same trail that a 
great many others have followed in the past and ina 
short while will be eliminatod by virtue of his inability 


to make a living tn the operation of his outlets. 
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The other side of the 
picture is this that insofar as the aa pas are 
concerned you take the dealer who has had 10, 15 or 
20,000 gallons of business per year, if he were a 
divided dealer and split that business up between 
two or three or four comnanies, the deliveries he 
would be able to teke from each company when he 
needs a load of gasoline, would be so small as to 
make the expense of delivery quite large. much 
larger than it is at present, per gallon, and if 
he got a full load and filled his tanks up, it 
would last him su Long that his evaporation loss and 
other losses would be so great that it would more than 
compensate for ths oxtra cent he would be getting if 
you raised him up to the same point as the undivided 
dealer. 

Q Is not the divided dealer today working under all that 
handicap and is he not working on a 3 cent margin? 

A I am speaking now, well some of them are, yes, some 
of them are but most of the divided dealers you will 
find are in communities where they set their own margin 
and they are getting their 4 cents or 5 cents regardless 
of the fact they do not get the 1 cent a gallon extra. 

Q Is not one effect of these undivided dealers, that in 
some small points where there is only perhaps business 
6énough for one station, you have two or three or four 
different stations at that point where each of the large 
companies can market qa portion of their products? 

v:) If each of the companies were marketing there that is 


true, but there are lots of places we would like to have 
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a dealer in but we have not and the putting of a 

dealer there is not justified by the volume or from 
other considerations and we stay out of that particular 
market. 

You do not think that that is one of the causss of the 
great duplication of service stations and outlets all 
over the country? 

Led NOt. 

And the umount of capital involved in that? 

No, sir. 

Now one of the things we are asked about is whether 

the Government should take over the whole marketing 

of gasoline in the Provinces, I suppose the theory 
behind that suggestion is that they might do something 
like the liquor vendors. that is heve one or two 
distributing points in seach community according to 
what is the necessity for the supplying of gasoline, 
what have you to say about that? 

I covered that quite in detail in my brief. Of course, 
our considered opinion, based upon the experiences that 
we have encountered in the past, is very strongly 
against that. We feel that it would not result in a 
reduction of the price to the public. On the contrary 
it would result inevitably in an increase in thé price. 
We do not believe that the Government can market 
gasoline as cheaply as we cano 

MR. MACLEOD: I do not know whether you 
know anything about the liquor vendors, has that 
resulted ina decrease of price. 


MAJOR LIPSETT: Iam not suggeSting that 
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but merely as a sort of idea of what the suggestion 

wase It seems open to consideration, Mr« Meltabarger, 

as to whether all these various outlets are not a 

great duplicetion and an additional expense and it is 

on that thet I would Like to have any information you 

have? 

May I just make these observations which might illustrate 
the point. We entered this market in 1927 or 1928. 

MR. MaCLEOD: 1928 2? 

1928 and we found a situation existing where one company 
had a complete monopoly with the exception of the small 
amount of gasoline the Regal refinery was turning out 

in Calgary and the little -gasoline that was being made 

at Coutts, I believe by the old Maple Leaf Cumpany 

before the Imperial Oil took it over, I think they 

were going on at that time, I was not here. We 

entered the market and we found the prevailing price 
structure, tank wagon and retail price. We have 

sSinee that time in competition with the established 
marketers here expended hundreds of thousands of dollars 

in service stations and bulk plants to get them established, 
We have never sold gasoline higher than it was at the time 
we came into the market. In other words, we just met 

the situation as we found it and during those years the 
price of gasoline has constantly declined and we have 
marketed under those conditions. We are losing money, 
it is true but that is beyond it again, looking at it — 
from the social standpoint rather than the materialistic, 


that has been a gain to the public because the investment 
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in money which we have put in here hos meent additional 
returns in taxes to the public, to help bear the burdens 
of Government, it has meant employment for hundreds of 
men in the building of garages and so fortn and the 
purchasing of the materials snd it has other social 
benefits which, it sesms to me, have been very ate 
without any additional cost to the Government, I mean 
to the people. infact I think a procer analysra lor 
the situation would show that our competition has been 
partly responsible for the reduction of the price of 
gesoline in the community, in the Frovinco of alberta. 
Now if you take the present situation as it exists 

and we will suppose some other marketer came into this 
market, the Shell Oil Company for example, and found 

it necessary to establish an ontirely new distribution 
system, including service stations and so forth, they 
would have to meet the present marketing price setup. 
They could not inerease the price and I cannot see that, 
regardless of how much money they would invest, it 

could ever possibly have snything but a downward effect 


on the price. 


im) 


Viell take that esse which you geve, that instance of the 
Shell, if these 100% dealers were not tied up and they 
eould sell to them, they would be sble to get these 
dealers to handle their products, without this additional 
enormous capitel investment, could not they afford then 
to sell their gasoline so much cheaper to the public if 
they did not have to make this big capital investment and 
were able to get an established doaler to hendle their 


products today? 
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It would make no differenes in the dealer who is 
established for example, across on the corner here. 
He has his taxes and his capital investment, 
depreciation, labor costs and so forthe His expense 
is the same so he will have to have the same margin, 
regardless, or approximately so}3 if all of the 
investment that the Shell made had to be absorbed 
by gasoline it might have a small affect on the 
marketing expensée actually we do not consider 
that our service stations are an expense but we think 
that we can market cheaper by virtue of the control 
which we have fin our own investments, in our own 
service stations, than we can if we had to go out 


into the market and secure independent dexzlerse 


( Go to Page 11,555) 
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Now, there is another viewpoint there. Individuals and 
firms and corporations vary in their ability and in the 
manner in which they do business and in a free competitive 
market the efficiency or inefficiency of two people or two 
firms or two corporations can be measured in the way, can 
only be measured, I should say, by saying as compared with 
B, 4 is efficient and as compared with A, B is inefficient. 
And we might say both A and B are inefficient as compared 
with C. Competition is naturally a battle between 
efficiency and inefficiency and the inefficient must 
ultimately equal the efficiency of the efficient or 

di sappear from the market because competition will put him 
out AwNow,) are we going to determina beforesthe wace is run 
who will win and not run the race or are we going to let 
whoever wishes in his judgment to enter into this rage 

and invest his money in stations if he wishes to compete 
On an equal basis with the other men and take his chances 
on succesding Or failing and if she failswhe asus of the 
picture, or just say "No, you cannot get into that 
business at all." There are just two alternatives. We 
have to decide on a free competitive market, and free 
enterprise as desirable or whether it should be controlled. 
ts¥thet quite the) point, ii. Meltabarger . You take the 
Shell Company, the question of their efficiency is, 
perhaps, established, that is, whether they are inefficient 
or efficient. The question is whether the Shell Company 
coming into this market on the one hand either getting 
their product marketed by the existing distribution 
dealers and on the other hand having to spend two, three, 


four or five million dollars for setting up 4 complete 
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new distributing systém. Could not the Shell Company 

sell gasoline cheaper to the public if they avoided that 
capital expenditure of three, four or five million dollars. 
Won't they sell cheaper if they avoid that than if they 
have to make that investment? 

A Well, here, you might put it this way. ‘hy could not the 

Imperial Oil sell cheaper than the Shell. The Shell has 

to meet the Imperial'ts competition. They have to meet all 
competition and they have to take a chance that nmeeting 
that compe tition they can make their products cheap enough, 
of equal quality or better, and market them at high enough 
efficiency so that they can get underneath that price 
umbrella and make a profit or they wi'’l have to take a 
loss. One of the two. They have to take the chance. 
They may find ways and means, and that has been the history 
of the competitive situation. For example, just a few 
years ago Turner Valley would have been impossible because 
Oridsing, equipment was’ not adequate to drill wells) deep 
enous tosaneach .the jproducing»horizon im Turner Valley. 

But competition found a way. The gamble for oil and the 
struggle for finding new reserves found a way of drilling 
deeper wells and provided the equipment to do that. Am 
marketing is the same thing. A service station I would 
have built five years ago I would think was inadequate 
to-day and it would be inadequate. Our coneeption af 
things changes as we gain experience. ‘Ve now hear that 
the British american are embarking upon 4 new poiicy of 
distribution, which in their estimation will enable them 
to eut the price on their products ami give more efficient 


service. It is that continuous competitive strugsele that 
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makes for progress. 

Assuming that the Shell Oil, the instance you gave, could 
today go in under the Imperial umbrella and sell at the 
Imperial price, which obviously they would have to do, 

and make a profit, could not they cut that price tn the 
public and still make the same profit if they could avoid 
the capital outlay of twce or three or four or five million 
dollars on the new set-up for distribution? 

You mean would that represent a saving to them. They 
might find they must get in here and seoure sufficient 
gallonage away from the Imperial Oil to enable them to 
cover their refining and marketing costs and the result 
might be that for a period of years they would have to 
suffer a loss. While if they could come in and immediately 
establish a distribution system and secure enough volume 
to cover their manufacturing and distributing and overhead 
costs they could market and at least they might suffer a 
loss over the years of development or probably they might 
make a profit. We have not tween able to do so yet. 
supposing dealers were free, could not the Shell come in 
and offer them 2 cents reduction on the present price? 

No. 

If they did not make this capital outlay? 

No, because that capital outlay would not cost them even 

a fraction of that, if they could get sufficient volume. 
We have such a small mrgin, as we demonstrated in my 
brief, we have such a smail margin of controllable costs 
to operate on, that it is less than, if they are figured 
correctly, it was less than 2 cents a gallon. The others 


are all fixed by the Government and by the railroads for 
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freight rates and taxes and so on. The controllable costs 
are so small that there is not anything like---it is 
fractions of cents in savings that comes in rather than 
large amounts. 
Your view is it does not make any apnreciable difference 
whether they had to put up 2 to 5 million dollars making 
that distribution system or whether they could simply give 
the benefit of that to the dealer and through the dealer 
to the public? 
Weill, understand, I do not feel that they would come in 
and put anything in like that. They have been in British 
Columbia for several years and they have a very small 
investment comparable to their own distributing facilities. 
We have too compared with our total. Our total investment 
isiextrenmely, small, as you see. And aside from their 
retinercvesossibiye palfvarmillion or avmillionsdogiars 
would be the maximum they would ever invest in facilities. 
That is just looking at it from our viewpoint as marketers 
and we compete with them in many markets. 
Just to put it in another way. I think I have got your 
views on that. \“hy should not the dealer be able to go 
and buy gasoline the same as he buys cigarettes and sugar 
OrTrpanythingeelss mei buys; and the sane price to eachyihirm 
without tying him up? 
I do not know that cigarettes are the same price. 
Practically all commodities, competitive commodities 
vary, because the tastes of people differ and one 
cigarette uses different kind of tobacco than another 
and maybe there is differences in cost, not in the 
manufacturing but in the commodity itself. 


But I assume that every retailer in Calgary could buy any 
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brand of cigarettes without being told he must not handle 
some other brand? 

I cannot say as to that. I do not smoke myself and I do 
not pay any attention to it. I think gasoline is a little 
different situation than cigarettes. It is the major 
commodity of a garage and service station. Cigarettes is 
Just a minor department or item in the thousands of items 
that grocery stores and drug stores and so forth handle. 
Now, may I just make this observation. I think I made it 
before. That in our case and in the case of most independent 
dealers who are garage operators gasoline is just one 
Preece til someon tle services’. Gasoline service is 
ene of the services that they render and we cannot 
reasonably allocate any very large portion of our premises 
because they Onty ase a, small section of “the premised, 

and the cost of maintaining those premises, to gasoline. 
It is because of the service and the evaporation losses 
and the investment that they have in their equipment there 
and the small profit that they are trying to make that 
VAakesS" Up UhGir’marcsin. The rest of their préemisesris 
devoted to automobile sales and repairs and lubrication 
and to washing and sales of accessories, sales of tires 
and many different things. Gasoline can only be charged 
with a very small portion, and the oil companies are 
getting more and more into the sale of additional prducts 
than gasoline. We make and sell some 400 products. 

MR. MACLEOD: May I just suggest to you and 
ask you 1f it may be a fact that if you had a system of 
divided dealers that your costs would be transferred to 
soliciting dealers? 


Our costs would be very materially increased by the 
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necessity of competitive solicitation. I% would be very 
materially increased by the extra cost of delivery to these 
dealers in smaller quantities. 

If you had a dealer who handled five or six brands of 
gasoline naturally one would favour one and one another? 

I presume? 

Yes, and he would fave five or six times as much investment 
in equipment. 

And you would have to transfer your costs of trying to 

push that product to the public, you would have to transfer 
it to pushing it to the dealer, there would be state of 
competition existing there? 

Yes. There is anotner factor of that from the standpoins 
Of the public too. If all gasolines were identical and 

all motor oils were the same and there was no preference, 
that would be one condition. But when you have a divided 
dealer Nandline many products, [1 have in mind one partrauier 
Situation that existed down in Spokane, “/ashington, a4 

few years ago where a degier had about 12 different brands 
Or 2asoline. He was selling one quite inferior product 

and he had a very long hose on that pump. He made a 

Lerger margin On it and he sold it at the same price. 

Now, regardless of what pump you drove up to unless you 
specified the particular brand he would pull the hose from 
this cheap gasoline pump over and fill your tank. There 

is always that danger of substitution. I am speaking now 
fromivie vont OF View not only of the public: bul oe the 
supplier who sells. This jist one of bie Bactorsetoune 
taken into consideration. 

Mey COMMISSIONER LIPSET?: Yes, that might be one dirriculty 


although I do not suppose you would legislate just for the 
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criminal only who was defrauding the public on that? 

Yes (thay) (19 trie 

Qn the general lines of the general investment Mr. Macleod 
mentioned, instead of having four or five different 
stations all close together, one station with four or five 
pumps would do the whole thing if dealers were free to buy? 
In some communities that is true. It would not be true 

in cities. and towns, because in most of the towns the pumps 
are curb pumps and inasmuch as the gasoline business is 
more Or less 4 periodigalwtnine, certain hours when peoples 
buy gasoline, it would be impossible for one curb pump, 
uUnNLe ss poey nad them Lined, upton very Large spaces 

One Curb Cu tLeu. for example Vito yserye the public more 
etficiently, they would lose more in waiting time and in 
the cost of the- gasoline consumed while they were waiting 
than they would save. Then you would have the congestion 
problem, which would be 4 material factor. Especially 
WOULG what De LruSc lin theveiiies unless) you relegated jane 
gasoline pump to the side-streets rather than on the main 
SrcGerres OL travel | Suin mem you would have the, inconvenisnes 
problem as far~as the public is concerned. 

MR. FRAWLGY: There was something I should 
have asked you.. That is the Artic Oil Company's price. 
ICR Inka Dod. a Cau ton vOuUr aLLventioOn that thesprioe 

at which the Artic O11 Company buys its gas from your 
company results in giving that company a lower laid in 

cost on its products than your own company, the Texas 
Company of Canada, and that seems to be somewhat anomalous. 
Perhaps you would discuss that very briefly? 


We were selling Artic O11 Company on a tank car basis av 
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Coutts, which gave them a margin of I think 4 cents a 
gallon, about the average margin. And they received a 
competitive offer from a local company offering them 15 
cents a gallon additicnal margin to what we were giving 
them and we either had to - well, we had three distributors 
on a Similar basis and we stood pat as far as one of them 
vas concerned to see if they would actually go through 
with that offer and they did and they took them away from 
us, although we had a chance to hold them at a half a cent 
less than they were offered. But we had then to decide 
whether we were willing to »ut all that gallonage over- 
board and notify the competition that all they tad to do 
was to beat our price to take business away from us or 
bolstandrpat-ageouwe, raised their mergin. Instead of 
selling them on a tank car basis we sold them on an average 
porrPinanlmpesisit.7O. 0.8 delivery point. So far as sky 
Ohief and Fire Chief are concerned. Srd grade gasoline 

we continued to sell them at tank car price at Coutts 

and they marketed that product on a margin of some 3 cents 
per gallon. 

Is that all you have to say about that. Messrs. Peat, 
Marwick & Mitchell, who made an examination of your records, 
nave tadéevsav.report which will be in due course put into 
evidence, but I want to call your attention to it now, so 
that both you and Mr. iiacleod can have something to say 
abousi ithdifayou wish, That report showed - true it was 
madesforiihe year 1947.- but it showedvonpevery gallon. of 
gasoline excent, I think, Ethyl, that was sold to the 
Artic Company, money was lost. Actually it was a total 
loss, that is the artic operation was a total loss as far 


as the Texas Company of Canada was concerned, and a very 
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considerable one. I just wondered why you felt you were 
to meet competition to give that jobber a price without 
any regard to your own benefit, a total disregard of your 
own profit position, that you would give that jobber a 
long margin just because. somebody else offered it to him. 
I wonder what your comments are about that. Does not that 
keep a jobber in business regardless of all ordinary 
economic considerations? 
He would have stayed in business regardless of what we did. 
Well, you do not know? 
He would have had a larger margin to operate on. 
Anyway that is what you say. It would not have mattered. 
If the Maple Leaf Oil OGompany had offered him 3 cents 
instead of 1$ cents perhaps you would have given him the 
5 cents? 
We might have but I doubt it. 
Werwere talking apout jobbers the other day and I suppose 
we might get some important discussion about jobbers with 
Voues sy tUney are there and so on. That seems to be 
rather a glowing instance of a supplying company maintaining 
a jobber in existence beyond all that would seem on the 
surface to be sensible? 
Well, there are a lot of factors that are not obvious on 
the surface in a situation like that. In 1958 on Fire 
Chief gasoline, when you averaged the price we received as 
against the sost of the product to us, throughout the 
Province, and that takes in southern Alberta and all, our 
loss was 86/1000 of 1 cent per galion. Sky Chief it was 
6/1000 of a cent per gallon. So it is a very small loss. 
How mueh in dollers and cents did you lose on the Sky Chief 


you sold? 
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I cannot tell you how much we lost. I have the tctal 
revenue per gallon and the cost per “salon Liscvres Only. 
fiat is the average or the total. 
VOU Met ipilesrare ll per 2£4al'lon ? 
Lee, ah pel eat, 
Well, we have other companies, the British American and 
the Imperial supplying jobbers and there is no indication 
yet from the evidence I have that they have actually lost 
money on what they supplied to the jobber. But in any 
event, we have an instance now where you are supplying 
the jobber and losing money? 
mn ome amount Of money, yes. 
You have another jobber, another principal jobber and 
toan is) bne Liom Gil Company. Are you losing money on 
that operation too? 
No. 
because "you are charging him more than “you are tharging 
Artic? 
Yes’. 
For the same product? 
Yes. 
Delivered at the same places? 
I would not say the same places, some of the same places. 
It he hepvened) to pe there you would charge the Lion one 
Drice, and the Srvic another 7 
Yes, we have had a chance since then to take on a great 
deal of business which we have turned down. In orden (to 
break even we would have had to get a higher price and 
our refinery has not been able to supply the product or 


was willing to supply it at that price. 
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Gu DD, ielteabergar. 


Tne only fisures we have on the artic operations or any 

Of your) JoOUper sii aeior 1937).. Would you be recod enous 

to give Mr. Cottle an analysis or let him mak2 an analysis 
of these two jobber contracts? 

We have no contracts, 

When I say “contracts", these two jobber operations .in 19387 


lanl 


murely. 

Thank you. 

THE CHAIRMAN: What progress are you making in 
connection with refinery costs and so on of the Texas 
Company? 

MR. FRAWIEY: Not a great deal of progress 
Meo Ohairinan., 1 placed the whole matter before Mr. 
Macleod some - I am sorry I have not got my file - but 
(eb avOUve I Guinbe LL VOU, Of On about the firs tage somite 
mouth, Lo think, Perhaps a little earlier. I placed before 
Mr. Macleod the suggestion from Mr. Nolan, acting for the 
imperial OLl) which was what I misht call a qualified 
COnsenG TONE Information going in in camera. You wide 
remember, of course, that the Texas Company stressed that 
anc OD jected to putting that information in éxespt 1% 

went in in camera. I then requested the persons chiefly 
interested, Mr. Nolan and Mr. Harvie and Mr. Plotkins 
too, to consent. Mire) PLOLKInNS waye Bis consent and 
MPeeNOLen Uhen save me what I might call a quelified 
consent to the information going in that way provided 
that it should also be made available in camera to his 
clients. That went down to New York. Mr. Macleod s€nt 
theedown to New York eandvhe has reesived, as lounaerstand, 


no word whatever with respect to that. I also asked 
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Dr. Frey to be good enough to take it up with the Texas 
Gompany when he went back to Yashington. He was fortunate 
in seeing Mr. Ray in Washington last week and he tells me 
he was not able to get Mr. Ray to give his consent. Mr. 
Ray said he wouid write me about it. Now, I hope Mr. Ray 
is writing me favourably. The situation is just in that 
state and it is not particylarly satisfactory. It is the 
delay that is giving me some concern because, as you know, 
there ig a lot of work to be done by Mr. Cottle and Dr. 
Frey before they can make aly presentations or they can, 

as they say, fully and completely analyze the Texas Gomnany. 
as I said before, my feeling for the necessity or my 

reason for urging so strongly for these Texas figures 

being made available is,in my respectful submission, it is 
unable to get the true nature and effect of the Texas 
operation in this Province without knowing these costs. 

You remember yesterday we stumbled on a piece of information 
that the Texas Company of Canada does not know what the 
company from whom it buys in turn itself pays to the 
refinery. 

THE OHAIRMAN: What do you feel about the 
progress being made, Mr. Macleod? 

MR. MACLEOD: I wrote Mr. Ray and I have had 

no reply. \rérsonally -1ef course, your Lordship has 
expressed an opinion on the advisability - but I do not 
see it really enters into this Inquiry at all any more 

than if you would investigate the Lion Oils, for instance, 
or at least the Artic Oils. You would have no occasion 

to go back of what they pay. It is true we are connected 
with the Texas Company, the Delaware Corporation, connected 


by reason of their being common owners in the refinery 
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Cc. D. Meltabarger. 
company. That we pay a certain price which the evidence 
shows has been fixed for us by the Dominion Government 
and I do not see why we should go back further than 
that unless Mr. Frawley wants to use the position we are 
in, being here, to get information on the United States 
refineries to measure up the local refineries, and I do 
not think that is a fair advantage to take of our position. 
MR. FRAWLEY: That is purely secondary. 
It might prove useful in two ways. Frankly, my position, 
Mr. Chairman, is, as I see it now I will have to make a 
Submission in the end that nothing that the Texas Company 
has said is of any particular value to the Commission. 
That is unfortunate. l regard that surely as unfortunate. 
They are @ great corporation and I certainly was hoping 
they would contribute a great deal to the information we 
required. We have had a lot of general and useful informa- 
tion but in the end I will have to make a submission to 
the Commission, which Mr. Macleod will strongly counter - 
I will have to make a submission that because of this 
missing link there can be no true appreciation of what 
the Texas Company is doing in Alberta at all. 
MR. MACLEOD: 1 do snot see that. Wer eoquag. 
to the very Genesis of our operations. ‘Je buy at a@ price, 
and we give the price. If we bought from another company, 
another refinery in Montana or elsewhere in the United 
States, or elsewhere in the world, I do not see that the 
situation would be one bit altered. 
MR. FRAWLEY: Id.0 NOt, Sbenivaseveny impor merLy s 
when you are able to sell at a loss regardless. 


MR. OOMMISSIONER LIPSETT: Is there any operation of 
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C. D. Meltabarger. 
buyer and seller or are you simply buying from yourself 
under another name? 
MR. MACL OD: “Ye are not buying from ourselves. 
‘Te are a separate corporation. ‘Ve are buyigg from the 
Texas Company of Telaware. ‘Ye buy lubricants. 
MR. COMMISSIONER LIFSETT: From a company which owns you 
altogether? 
MA. “AC LEOD? No, we are both owned by the 
same corporation. 
THE CHAIRMAN: Well, without entering upon a 
discussion of it I only hope, Mr. Macleod, that some way 
will be found in which you can give the information required. 
After all, Dr. Frey is quite independent and quite expert 
and he wants it, and we would be sorry to think that sueh 
an excellent presentation as you have made would be 
rendered futile by the lack of some further infornation. 
It is a matter, after all, which you will have to consider. 

Q MR. MACLEOD: I would like to ask Mr. 
Meltabarger one or two questions so as to clarify for the 
Commission a matter that we have heard a great deal of 
evidence on, but it has been rather straggly. It is the 
question of the dumping duty. Evidence has been spread 
over half a dozen different sessions. But just to clarify. 
Mr. Meltabarger, I understand, as far back as 1932 when 
you would be an importer from Montana, you took up through 
the Customs experts at Ottawa the question of the price 
at which you would buy in order to avoid the imposition 
of dumping duties,that is so, is it not? 
A That is correc t. 

And the correspondence through this Ottawa firm is set out 


in your brisf at pages 753 and the following pages? 
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CG. D. Meltabarger. 
Be rs hig oe 
45 a result of those negotiations the Custons Depsr tment 
of the Dominion Government fixed the prices on which 
you might export without becoming liable to dumping duty? 
That is correct. 
And that basis was the cost of crude oil in the Cutbank 
fiela? 
Hawes Fishy. 
iver since that time you have, Tf understand, and) at isha 
fact, operated on that basis? 
wee have. 
4nd there have been changes from time to time, all downward 
I believe, in your refinery billing price? 
Correct. 
But are all those based upon the varying costs of erude? 
They are. All billing is in accordance with the basis 
fixed by the Customs Department at Ottawa. 
You néven have.) Lf presume as a matter of Tact, ben 
asked to pay or have paid dumping duty? 
We never have. 
and in each shipment throughout these years that comes in 
the invoice and the affidavit prescribed, which were filed 
yesterday as an axhibit, - the form of invoice which was 
filed yesterday, I forget the exact number, that has in 
every case vecn filled in? 
It has. 
and it has gone through without the imposition of any 
dumping duty? 
Yesopigr. 
as & matter of fact, do you pay the same price at which 


the vendor in Montana charges to similar dealers? 
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GC. D. Meltabarger. 


I am advised so, I have no knowledge of it myself. 

I presume you know nothing at all about the question of 
what other importers, whether they import under conditions 
which should render them liable to dumping duties and if 
or whether it does or not? 

Tydo: 10 t. 

“ith regard to your 3rd structure gasoline, will you tell 
me what proportion of that product which you use in your 
business was imported from Montana? 

A very, very negligible quantity. Only to Cardston and 


Warner, Alberta, I think those are the only two points. 


(Pace 11,571 follows.) 
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4nd all your other stuff which is used is bought locally? 
Yes. 

Now we have heard a great deal of evidence about the ex- 
trenely low prices of that which comes into Alberta, what 
is your experiences, is it a fact that you buy here, does 
that indisate that you are buying--~- 

we Gannot import it at the same price as. we can buy it 
here. 

That is you buy cheaper? 

We buy it cheaper than we can import it. 

And that is the reason why a large portion of your product 
is bought here? 

Correct» 

Now what is your company's position as to the suggestion 
which has been made to this Commission that no further 
Lisenses be issusd, that the industry be frozen at this 
stage, do you think that it would be an advantage from the 
point of view of the consumer? 

It would be very nice for we who dane already heve from our 
point of view but from a social point of view I think it 
would be a mistake. 

And from the cost point of view of the consumer? 

Yes, I think from a social point of view it would be a loss 
to the public and to the Provinee of Alberta. 

why? 

It seemed to me that a fair analysis of a competitive 
system would arrive at the sonclusion or lead to the con- 
clusion that free competition is one of the essentials of 
the proper operation of that system and we say that 
Christianity has failed and the answer is that Christianity 


has never been tried and we say that the compstitive system 
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has failed and we say it has been so hampered by rulé and 
regulation that it has not been able to operate as a free 
competitive system and it seems to me that, take a man for 
instance, if you hobble him, he certainly cannvt run a 
good race and the daily contact of competition, it seems 
tome, is essential to progress. ‘You ask the individual 
who runs the service station if his service station is ae 
Sentvisal and he says “to me it is, it is atl IT have". You 
say, if that station is not selling Texaco products, "Is 
1% essential to me and I would say no, no," looking at it 
from one point of view but it may be essential to society 
inasmuch as it will keep me on my toes or keep Texaco on 
its toes competing with that situation and it will estab- 
Lish standards which we have to meet perhaps and it will 
result in the long run in Lower prices and greater effic- 
iency in operation than if I had a monopoly in that par- 
ticular community. 

Now a great deal of evidence has been given about the use- 
lessness of the jobber, have you anything to say about 
that? 

Well I do not know, it is generally considered that the 
jobber has a place, he certainly has this, certainly this 
much can be said about him, he is a marketer, a potential 
refiner perhaps, but he has to market in competition with 
the refiners and marketers of intregated companies at the 
price they sell for or not more than the prices they sell 
for and he has no other revenue as a rule to support his 
market and the result is that his greatest ingenuity is 
used in competition to try to market, to get under the price 


Canopy and market at a profit. Lt seems to me he performs 
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a valuable service in the competitive pieture in that 
respect. He may set the pace for competition in other 
words. 

MiRe FRAWLAY: You see some value in going 
into say the town of +acombe and having the Imperial Oil 
Company, its jobber the North Star, its jobber the Canadian; 
the British American and its jobber the Great Jest, the 
Texas Company and its jobber the Artic, and I am just say- 
ing this hypothetically, you see nothing wrong about that, 
that is not competition gone mad at all so far as you are 
concerned? 

Well I will say this it gives employment to quite a large 
number of men, it has given employment to quite a large 
amount of capital and if it does not result in an enhance- 
ment of price to the consumer then the publie is benefitted 
or if the enhancement in price. has not been greater than 
the subsidiary benefit to this employment of capital and 
labour, then the public has not lost anything. 

That is what the Commission is here to find out, whether it 
has any reflection in the prise. Now, lMir- Meltabarger, 
just one further question on this question of dumping, look- 
ing at Exhibit "490" and at the correspondence, let me ask 
you this, the International Refinery at Sunburst runs both 
Cut Bank and Kevin-Sunburst crude? 

Yes I believe so. 

And at times it is running. the majority, the greater part 


of the run has been Cut Bank and at other times the greater 


ma jority of run has been Kevin? 


The greater majority has always been Gut Bank, I mean Kevin. 
The greater majority has been kevin’ 
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Q But you have production in Cut Bank? 
A Yes. 
Q And you have been running Cut Bank? 
A some « 


Yes, I merely call attention to that because I find the 


cy 


result of this correspondence is summed up in the letter 
at page 7600, from the Commissioner of Custoiis, somebody 
for the Commissioner of Customs to your Customs Agent in 


Ottawa in which you say that you are, in which it i8 said, 


"You are advised that the contents of this letter 
"have been reviewed, and it would appear, in view 
"of the fact that there are no posted prices for 
"Gasoline in the State of .zwontana for pales in 
"tank car quantities, the suggested values in the 
"letter of the Texas Company, based on the posted 
"prices of Kevin Sunburst orude oil would appear 
"to be acceptable.” 

However you would say there 
has been no revision of the situation since 1932 when 
this arrangement was entered into? 

A Not that I knov of. 

Q and you are still carrying on at that rate? 

A Yes. I might add to that however, that regardless of the 
amount of some Cut Bank crude as you have already pointed 
out, it is a competitive field in Sunburst and the prices, 
the field prices are comparable, based on the Pecuverias 
possible and the quality of crude, gravity and so forth, 
s0 you have no difference. 

Q, We have no field prises in Cut Bank posted so far as we 


are aware, that is true is it not, I mean do you know that?- 
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Welkil (ao nop*think that is trie. 

Well, at least there was some difficulty, it would appear 
there was no agreement, let me put it that way, you were 
not really posting prices in Cut Bank. However, so sluch 
for that. je have been told, iir. Plotkins suggested the 
other day and I think we made a note to have you get that 
information. now that it has been mentioned, that your 
refinery at Cut Bank posts in the lobby the tank car price, 
we are not certain at all, that is something we were to 
be informed about, why that is done, the purpose of it, 

but if it is done it would seem--- 

THe CHALTRMAN: Ls that done? 

Not that I know of. We do not. the International Refinery 
Company does not sell gasoline except to the Texas Company 
of Delaware, 

Like FRAWLEY: It used to be done but it may 
not be done now. You sse in 1962 it is stated----~ 

You might find that under the N. Rk» A. period the refinery 
was required under the petroleum code to post prices at 
which they would sell if they sold- 

Tt was tire Saunders that we asked definitely about this and 
will you be good enough to check up with him about that. 
ir. Plotkins brought that to his attention and he was to 
find out. Now are there any other matters that have been 
touched on that we wished you to clear up, that I have not 
brought to your attention this morning? 

Well if the stenographez will not take this, you asked 

me for the portion of crude oil purchased and produced. 

I asked you, oh I would like to have that, anything which 


I overlooked asking you, iir. weltabarger, I would be very 
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glad to have you put it on the record? 

I would just like to read you what ir. Kay has to say 
about this. 

Will you first state what the question was that was put 

to you, I mean the substance of it, I think I know now 

what it was, it was the proportion of crude which was 

run to stills that you owned as against what you pur- 
Ghased or which you produced as against what you purcha. ed, 
if you agree that that is it, I do not care about the pre- 
Gise question, Mr. szleltabarger? 


I should like to answer that by reading this "all the 


"crude run to stills by International is purchased orude as In- 


"ternational does not engage in producing operations,-~-- 


Just to clear the record then what I asked you to obtain 
was the percentage of crude purchased as against the crude 
produced that was run to stills in 1988? 

Now if the intent of that question is to ascertain the per- 
centage of crude run, that is produced by the Texas Company, 
a Delaware Corporation, it is impossible to state exactly 
the percentage as all crude, whether produced or purchased, 
is run into same tank. Further sone crude is sold. Ob- 
viously it would be impossible to ascertain definitely of 
the crude left and run to stills what part was produced by 
Texas Delaware and what part was produced by others» In 
respect to production one must also take into account the 
fact that of the crude run by Texas Delaware a part is 
worki.g interest and « part is royalty oll. royalty oll is 
of course purchased oil. <Asuming that production by Texas 
Delaware and purchases from others were included in Inter 


national Refinery runsin proportion to receipts Texas Delaware's 
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id 
net production constituted in 1938 upproximately 49% of 
the crude runto fuels, wait a minute, crude runs to 
Stills at Sunburst. In 1936 and 1937 the percentage was 
not that high. Our refinery superintendent computes that 
in 1988 approxinately 567 of crude run to stilla at Sun- 
burst was produced by Texas Delaware but we do not know 
upon what assumpticn this computation is based. 
THE CHA TIAAL: Any other questions? Then 
thank you, Mr. Meltabarger. 
Like FRAWLEY: Me. Porter is here represent=- 
ing the North Star and they will now make thier presentation 
to the Commission. 
MR.» PORTiR ; I will eall iirs Havelock, iir. 
Chairman. 
(irs Me NM. Porter, K.C., appeared for the North Star Oil 

Company, Limited. ) 
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ALMUXANDER HAVELOCK, having 
been first duly sworn, examined by Mr. Porter, said: 
THE CHAT Kuial: Are you offering this as an 
Exhibit, tire Porter? 
MR» PORTIR: Yes. 
THe CHALK, AN: Lt will be uwxhibit "495". 
(BOOK OF FINANCLAL STATEMENT S 
PRODUCED AND tARED EXHIBIT 
"493) . 
MRe PORTER; This is the material which 
was brought by hire Havelock, who is the company's account- 
ant, at the request and I think in collaboration with ir. 
Cottle. 
Mike PORTER: wir» Chairman and I propose 


to ask Mre Havelock to go through and explain to us what 
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A-Havelock 
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Bea Ba 


each of these statenents represent. 

THE CHAIR AN, | Very good. 

Min. PORPERSs You can start, Mr. Havelock, 
With your statement und go through it sheet by sheet, ex- 
plaining just what is contained in each of them and the 
set-up? 

Very well. The first sheet consists--- 

THE CHAIRMAN: vell it is suggested before 
you ge into the sheet that you tell us about the operations 
nf the company? 

MR. PORTERS: Well, tr. Chairman, Mr. Claytos 
is here. He 18 the manager of the company and has been for 
&@ good many years and after discussion with Mr. Frawley we 
thought perhaps it might be better if this information were 
do your hands and explained and then iir. Clayton ean say what 


is to be said about the company and the method of its oper- 


ation. 
THs CHA This Ny Very good. 
WITNESS: AlL right. The first sheet is 


a summary of our investments in alberta showing the original 
costs and values toedate;: showing the number of bulk plants 
operated, the number of barrel agencies and also the number 
of service stations. It shows the amount owing us by cust- 
omers and stock in trade in Alberta. That is a general sum-~ 
Mary e 

Then the next two sheets show 
our sales in Alberta, the total company, and in Alberta. 
It shows the proportion of Alberta sales to the total 
company. It shows our total gross profit in total and in 


Alberta, profit per gallon. It shows our expenses in total 
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and as allocéted to alberta. It shows the cost of market- 
ing per gallon and then it continues on with other expenses 
which ordinarily are not considered marketing. Then it 
winds up with a net surplus for the year 1938. I might 
mention that our books are not kept by Provinces nor by 
products and in arriving at Alberta profits we allocate it 
on the percentage of the Alberta sales to the total. The 
office does not keep a record of gross profits per product 
so that gross profit per gallon shown here includes profits 
on lubricating oils and light goods, and our proportion of 
lubricating oils to light goods is about 1 to 2d. 
we then show the details of 

sales by products on page 4. 

Q LiRe HPRAWLiY: I think we should stop now 
and mark the pages. I think the witness will find them more 
useful, as we have aone in the other cases, if you agree, 
lure Chairna nt 
THe CHA LUA: Yes. 
Me FRAWLEY: Now if you would do the pag 
ing yourself, lire Havelock, probably? 

a Well the first page appearing in the book we will mark that 
one and consecutively as they run in the book? 

Q Yes? 
The next two dealing with profit and loss are 2 and 6; nunber 
4 is the details of sales by products; numbers 5, 6 and 7 
shows our investments in service stations in Alberta; numbers 
8, 9, 10 and 11 shows our investment in bulk plants in 
Alberta with all details as enumerated; numbers 12, 13 and 14 


show our investment in barrel stations; number LOS Ouse 


audited annual report for 1958. 
I have with me additional data 
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which we can supply you with if you are interested in it 

but what we have marked so far we feel is the essentixl 
summarized picture of the operations. 

MRe FRAWLEY: Now you have given iir. 

Cottle separate data to this &xhibit? 

I have. 

Exhibit "496"? 

Yeso 

Which probably will be necessary for you, i:r. Havelock, 

to file, we will ask you to file that supporting data so 
that it will be part of the record and it can be used then 
by Mr. Cottle but I would suggest that there be a con- 
ference with ir. Cottle so that he can pick out the support- 
ing data which he thinks the Lommission may need and then 
that can be filed? 

4s a mubter of fact lir. Cottle has an exact copy of the 

book we are working on. 

Is this all that iir. Cottle has? 

He has additional information which we supplied earlier in 
the year. 

And it is that particularly that I am thinking of, that 

might come in as a separate ijxhibit- ‘You have only cone 
this morning and you have not seen it? 

No, I have not. 

luite PORT ities I understood from iir. Cottle 

that the material in this Exhibit is What he wanted, after 
his examination. 

Re FRAWLEY: That is quite so but it is a 
question of whether or not this is complete. 


I will confer with iir. Cottle. 
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Q I think I can ask you just a few general questions about Lc 
you are not, iire Clayton is here, the general manager of the 
company? 

A Yes 

Q And he will make a general statement with respect to the 
nature of the company's operations? 

A That is right. 

Q And its history and so on? 

A That is right. 


Q, You are a jobber from the Imperial 0i1? 

That is right. 

Exclusively? 

Well we also refine gasoline in ‘/innipeg. 

But I mean so far as the Province of Alberta is concerned? 


Correct. . 
ee 


oO be = ee OP t 


You bring in nothing from any other Province except lubricat- 
SOR ees 
A That is s0- 


You market petroleum products generally? 


Q 


A That is right. 

Q, You purchase what are called "White goods", gasolines and 
distillates, deisel fuels and so on, you purchase those en= 
tTITGLY Irom the Loperiaw) O11? 

A That is right. 

You also market lubricating oils and greases and where do 


Fs they come from? 


A Well from Winnipeg and some from the Quaker State Corporation 
of Canada and some stocks are purchased from the Imperial and 
some are purchased from across the kine from various suppliers. 


Q But insofar as what you market in Alberta, some of them you 
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12 
purchase from the Imperial and some you purchase elsewhere 
yourself and bring them into Alberta and market them? 

4 So far as greases are concerned we make all of it in Winnipeg 
and ship it into Calgary in tank cars. ‘The Quaker State 
wotor Oil is bought from the Quaker State Sy neratiae Oe 
Canada and shipped ints Calgary and are distributed from 
here. The other two brands of oil are bought from the 

Imperial Oil and miscellaneous industrial oils and oad oils 
are blended by us in Winnipeg and shipped up here in oarload 
lots. 

Q Yes, then you also operate, you also wholesale accessories 
tO your dealers? 

A No we do not. 

Q You do not do that at all? 

A No. 

Q If the North Star dealer is handling accessories, that is 
his own operation? 

A Purely. 

gq Now have you in here the prices which you pay, the schedule 
of prices which you pay to the Imperial? 

A It is not there but I will submit that, and as a matter of 
fact iir. Clayton will be dealing with that so it can be 
subnitted at that time. 

Q, That will come in through tire Clayton? 

y2) Yes. 


Q Any question that I might like about your balance sheet 
and your profit and loss statement can be asked of you or 
Mre Clayton? 


I can ansawer that? 


ba 


Q Now have you an up-to-date report from your auditors, 


pee | 


cee 


‘ 


=m : r wie 
a 
+ Fa Ge, 
92 ee is 
oe . 1 
ft 


Ws 


oa 


A. Havelock 


= OBS 

02 

13 
George H. Touche & Company? 

A It iz there and it is number 15 which is the audited re- 
port of the company. 

Q That looks like a rather condensed printed annual state- 
ment? 

A That is a transcription of their report. 

Q That is their whole report? 

A Yes. 

@ Simply as printed and distributed? 

A Yes. They do make some statements to supplement it but 


they are of no importance. 

Q The report required by Section 114 of the Company's act, 
let us see, let me show you a former one which I had, lir. 
Havelock, an old one of 1934? 

A That refers to the Falcon Oils Limited, a small sub- 
Sidiary in winnipeg which has since been closed out. 

Q wR. FRAWLEY: I do not mean that but uttached 

to the financial statement itself, the auditors generally 

make some comments- Now perhaps it is all here, it is 

all here at the bottom of this sheet dated Winnipeg, the 

28th of February, 1959, that is the only one in any event 

you did receive from your auditors? 

Gorrect, that is the report and the unqualified certificate. 

Q Now where are your outstanding accounts, the accounts payable? 

4 On the schedule, Statericnt 1 on the face of it. 

Q Liabilities, under liabilities and capital, current lia- 
bilities, uccounts payable 41.875,111.41? 

A That is right. 

Q, I am reading from the printed statement? 


a Yes. 
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Now does that appear somewhere else in your ixhibit, is 

it broken down at all? 

No it does not but I will give you the break dowr of that. 
Can you file that us a separate Hxhibit ? 

Yes. 

THE CHAT Ru AN; All the working papers can 
be put in as one Exhibit when Mr. Cottle knows what he 
wants, 

liRe FRAWLEY: Yes, but that is the only 
one I want to ask something about now. 

MRe FRAWLEY: Now can you have a break-down 
of that and give it to us? 

Yes. 

It is understood it will be filed later. Can you tell me, 
of that amount of $1,873,000 what amvuunt represents your 
unpaid account vith the Imperial 0i1? 

The Imperial Oil account according to our books, there is 
a slight difference between this, on account of the items 
in transit, ¢1,347,603.64. 

Now let me get that, out of the total accounts payable of 
wl,876,111.41, the account payable to the Imperial Oil is 
y 1, 847,605.64? 


Yes. 
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A. Havelovk 


Q, Now that represents the amount that you owe the Imperial 
Oil for goods purchased? 
A Yes. 


It has been running about the same proportion for a 
good many years, has it not? 

A No, it was quite small prior to 1929 and it jumped up 
in 1929 and 1950 and it stayed about that since then, 

Q Ween I say a good many years I was thinking of five or 
six or seven years. Whet you say now is it has been 
running about that since about 1930? 

A Yes. 
Because in 1934, that is the financial statement which 
the company sent to me in 1934% 

A Yess 

Out of the total of accounts payable of 91,f82,865.70 

the amount payable to the Imperial Oil Company was 


©, 854.204.5479 


A That is correct. 
Q And it is about the same speaking very generally now? 
A Of that amount of $1,800,000.00, #1,074,068.61 is current, 
q, Is current? 
A Yess Past due is5774,717.01. 
Q, Would you mind elaborating on that, Mr. Havelock, because 
I just want to get the proper picture? 
A Current purchases are purchases within the last four months, 


September, October, November and December, 19388. 


Yes? 
A They oameto about a little over BL 0007000 700. 


So about three querters of a million dollars represents 


the moneys which you have not been able to pay off or 
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A. Havelock 
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break into very much in the last ten years? 

Yes, in the last ten years, that would cover it. 

Would you care to make any observations about that 

Or WOulee Tr. Clavion doe that? 

Merl ay Oouswi tt sdOut.. I could, also, but? ij thank 

it would be as well te leave it for Mr. Clayton. 

And I mean I could discuss the thing generally with 
Mr. Clayton? 

Oh yes, surely. 

You are marketing throughout the Province of Alberta? 
Thiewete CLeny,. 

You have never had a refinery in Alberta? 

NO « 

You are, I_think, from the record the biggest jobber 
dmathe Province of Alberta, are you not? 

Vie think we are a pretty fair size. 

Tt is more than what you think about it? 

As a matter of fact, I have not the comparative figures 
of the other companies, and that is why I said that. 
THE CHA IRM AN; He does not know. 

MR. FRAWLEY: Have you ever seen the 
gallonage statement prepared by the Department? 

Yes. 

hastow worm ibitetL7OY end an analysis of that would 
show you right away. I thought that nerhaps you had 
those figures in “innipeg so that you could speak 
PLettyscsccnee eos. And. Exhibit "456" shows thet you 
bought from the Imperial Oil Tami pedi in) LO so. Sal 605 
gallons? 


That will be about it. 
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A. Havelock 


Of which the tax collected gallons were - on which tax 
was collected, the rest being sales to the Dominion 
Government and of ooal oil, the total tax colleated 
9,006,210 ;gallons? 

Yes. 

Which I think according to this =xhibit and Txhibit "179" 
shows thet you are the bigeest individual non-refining 
marketer in tne province. You have a great many stations 
all over Alberta? 


»@ have 47 bulk and 42 barrel agencies, 


MR. PORTER: There is a statement 
of that. 
MR. FRAWLEY? You are in meny 


locations, many towns and villages where your supplier 
is also operating? 

Yes. 

Any observation thst may be made about that, Mr. Clayton 
perhaps will make it, will he? 

Yes. There is not very much to say about that point. 
MR. COMMISSIO’™2R LIPSETT: Is this account with the 
Imperial Oil, is that all connected with your Alberta 
operetions? 

Oh, no. With the entire comreny. I might mention in 
connection with that account, and I suppose it would 


make it a little more valuable, while the indebtedness 


is as stated during the year 1938 we bought from them 
4n the amount of {3,294,320.35, and we paid them in cash 
during the same year for purchases SG Ody ORO ee Reve dS 


we paid them in cash some 560,000.00 more than the pur- 


chases were during the year. 
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That is 1938? 

That is 1938. New, I have the figures going back to 

1932 and on back further if you are interested in it, 

MR. FRAWLEY: It might be interesting 

to put in a statement of that sort, 

MR. PORTUR: I propose to take Mr. Clayton 
over this. 

MR. FRAWLEY: Mr. Havelock, you are the 
secretary of the company, aren't you? 

Thevei Ss ri eho, 

And you know and can tell us about the stock ownership? 

In a general way, yes. 

Does the Imperial O11 own any stock directly or indirectly 
in the North Star Limited? 

No. 

None of its securities at all, shares debentures or 
anything? 

No, mone at all. It is all open, unsecured accounts. 


Yes, that is with relation to the accounts, but generally 


speaking, have they any stock interest in your company 


BL al? 
None whatever. 
There is no question of interlocking directorates 


between your company and the Imperial? 


Not at all. 
Has In that connection, 
Mr. Chairman, the list of shareholders of this company 


has been copied and is here. Naturally, we are reluctant 


to make it on account cf the shareholders' private business 


rights a matter of public record, but if the members of the 
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Commission or Counsel or Mr. Cottle are interested in 


an examination of that list, it will be made available 


to them. 

THE CHAIRMAN : Mr. Frawley, unless there 
is some special reason...... wale 

MR. FRAWLEY: No, Sir. The answer JI 


have from the Witness now is sufficient for «ay purposes. 
TH? CHATRV AN: All right, 

MR, FRALEY: Another question whioh I 
might put to you for the purpose of merely obtaining your 
views and so that you can discuss it or leave it to 

Mr. Clayton to discuss- Is it a fair susgestion to make 
to you that your company, ie very existence depends upon 
the good nature of the Imperial Oil Limited by virtue of 
this indebtedness to them? 

I have no reason to believe thet at all. Mr. Clayton 

oan elaborate, naturally, he is the General Manager. But 
my own observation is not that at all. 

That is, they treat you as they do any other customer? 
Certainly. 

Naturally you do not know the situation with respect to 
accounts payable for any other jobbers, naturally? 

No. 

Like the Canadian or McColl-Frontenac? 


No. 
Nhat do you think of the suggestion that the Imperial Oil 


is continuing your company in business for some purposes 


of its own in the marketing of petroleum products in Alberta? 


Vell, we have no indication of it in the actual operations. 
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A. Havelock 


We certainly do the scratching for ourselves all the 
way through. It is no easier than anybody else. 
fhey are just not in the picture as for us the everyday 
life of the compeny is concerned then anybody else? 

Q, You do not constlt them with regard to your marketing 
operations in any way, shave or form? 

A No. “Ss receive the same competition from them as we do 


from anybody else? 


Q And you give them the same competition? 
Yes, identical. 
q Pesupposce Lois 2Ain tor say, a seit end 1 want your 


comments on-anythine I put to you, that the Imrerial 

can close you un any time it sees fit. 

MR. PORTUR: Surely that with this 

m ssof information that Mr. Frawley les in his hands is 
simply a question as to Whether it is a business operation 
and this much money could be secured in some other Piece 
by a bond issue or a sale of stock or sone alternative. 
MR. FRAWLEY: And that is precisely 

what I would like to have Mr. Havelock tell me. 


Re. PORTER : T do not “now whether 


Mr. Havelock knows the bond market or not, 
MR. FRAPLEY > »erhaps somebody else in 
the company should answer that? 
MR. PORTER: Ard perhaps somebody not 
in the comnany? 

A Actually the current purchases are SL ,000,000.00 and 


as our current business Was based on %¥3,009,000,00 purchases, 
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A. Havelock 


there is nothing to be alarmea about, or no favor or 
anything like that. We could go to any conpetitor or 
anybody who wanted to do business with us and offer him 
a chunk of $3,000,C00.00 a year business, and I presume 
they would carry us current $1,000,009.00 like they 

would any dealer. The operation is very simple. ‘fe buy 
tank cars and we ship them out throughout the province. 
Our agents sell them to the dealers and in turn collect 
the money and that money comes in to us and it gets back 
to the Imperial. So the fact we are handling that itself 
is quite normal. Ido not say that we couldnot make ¢ similar 
arrangement elsewhere. Thet is my opinion. 

Q I want to put something else tno you. I am not so much 
troubled about your current $1,000,000.00 but I am thinking 
about this three quarters of a million dollars which seems 
to be pretty well frozen? 

A Mr. Clayton will give you a very good explanation of why 
end © think it will clarify the whole thing. 

Q There is nothing acrimonious about this dis cussion. 

I am throwing out these suggestions so that you can 
discuss them with the Commission. Well, I think in view 
of the fact that Mr. Clayton is going to make a general 
submission, then that is all I have to ask you, with the 
understanding that after seeing Mr. Cottle this afternoon 
and something further should be brought out in your evid- 
ONCO ci evecesot 

A Tle will be glad to give you anjthing. 

Lik. COMMISSIONER LIPSETT: Are your current assets 
approximately {:150,000-00 more than your current liabilities? 


A That is right. In our current assets there are accounts 
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Havelock 
receivable as shown net of reserve and our reserve for 
bad debts is a big item. Incidentally that is what 
Mr. Clayton will touch upon in the discussion of the 
Imperial Oil account and that three quarters of a million 
frozen dollars. 
Exclujing the reserve for doubtful debts, you have 5150,000.00 
of a credit margin? 
That is right. Our reserve for bad debts is big, all 
current in the period we all know of, 1929 and 1950, whewe 
everybody else was caught, 
THE CHAIRMAN: The t 1s eis thankyou 

THOMAS NORMAN CLAYTON, Having 

been duly sworn, examined by Mr. Porter, testified as follows: 
Mr. Glayton, you are the General Manager of the North Star 
Oil Company? 
Yess 
How long have you been engaged in the oil business? 
For 38 years. 
You began, I believe, in the refinery end, “adsyour 
Yes. 
How long have you been with the North Star Company? 
20 years. 
That is almost since its inoeption, is it nnt? 
Yes. 
Now, the North Star Oil Company took over the business 
previously existing known as the Continental Oil Company, 
dig, ate nous 
That is right. 


And has been carrying on business in estern Canada 


for how long? 
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» N. Clayton 


The North Star? 

Yes? ‘Jell, the North Star aud the Continental, the 
combined onerations? 

I think the Continental came here in 1909 or 1908, I am 
not sure which. 

And the North Star was organized in? 

19194 


And took over and carried on the old Continental business? 


YESe 

Now the Exhibit "493" shows the date of the construction 

or leasing of your service stations and the number and 
location of your balk and barrel stations through Alberta? 
YCSu 

Wheat has been the nature of the groth of tht structure? 
Has it been gradual or was there some perioc of expansion? 
There was a period of expansion I think in 1927 and 19.25 
when quite a few stations were put in. It might be well 
though to go a little back of that. The company as you 
pointed out took over the Continental Oil business in 190% 
and the progress of the company was quite rapid until in 

I think it was 1926 or 1927, and the earnings reached an 
appreciable amount. The expansion of the business apprared 
to justify increased outlets. Conditions in the “lest were 


promising and close to 200 bulk plants were put out in LY2y 
and 1928, I think it was. 

In the West? 

In the West. Just the exact number of those which went 
into Alberta, I am not quite certain. The plants we took 
over from the Continental were OnLy) LY ThE Ka Om 0) Alberta, 


Calgary, Camrose and "Ndmonton. 
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That is in Alberta? 

In Alberta, yes. So that the additional stations which 
appear in our report were built between that and the 
present time, mostly in 1927 and 1928, 

Now Mr. Frawley was discussing with Mr. Huvclock the 
accounts payable position? 

Yes. 

And I think it might be useful if the Commission had 
some explanation of the growth of that account and where 
it came from and what has happened to it, 

ve have a record here which will be filed as an Exhibit, 
At the end of 1928 we owed the Imperial Oil Company about 
Peo .OU0.OU s 

That is atthe end of) 1928? 

At the end,of 1928. 

Now thet statement, if you will go back to 19217 

In 1921 it was just about $300,000.00. 

EGG. Sei: GUEPAS pr he an, Chie acre ee a 

&928,000.00. The growth of the account would probably 
be accounted for by the increased business we were doing 


with them. Naturally, the amount would be somewhat larger 


than it was in 1921. 

Your increase in gallonage? 

Yes. 

What hapnened to thet account petween 1928 and 1930? 

The account at the end of 1930 increased to $2,900 ,000.00. 
From %900,000,00? 

From 900 ,000,00. 

Yos? 


That period of course 1929 and 19230 was a veriod of 
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great activity in the Vest and agricultural conditions 
were good. At least they appeared to be good. For some 
reason or other our competitors started out on a policy 
of granting credit to farmers, a policy of which we did 
not approve and a policy from which we withheld for some 
oO or 60 days after it was inaugurated by our competitors. 
But pressure became so great from our organization, 
particularly our agents, to enable them to meet competi-~ 
tion in the field that we reluctantly met the situation 
and granted credit to farmers, which of courso as I think 
everybody in the “est knows was a disastrous policy because 
the whole thing collapsed in 1930 and the amount of money 
standing out with the farmers is still there. 
It is still out? 

A Yes. Our company has written off or will have to write 


off just about $1,000,000.00 of farm credit. 


Q So that is just about the position show in this statement 
gatad 193G..086 774,000,007 
A It is covered by the amount...... Avice 


It is more than covered by your credit losses in 19s9% 
Yes. 

I think while we are talking about that, if you will 
look in the last column there in the past due position 
you will see in the last year that has been decreased by 


3350 ,000.00. 


Vk IR ee ERE Ce Bs 


A In the last 5 years it has been decreased by some 600,000.00. 
So that the situation is not at all hopeless, our position 


to the Imperial. The same progress in the next 5 years 


should wipe out that over due position. 
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q MR. FRALEY: Mr. Porter, Mr. Chairman, 
is noW reading from a separate sheet which is not in 

THELEXOI DITA 49S) we HOeis quite content to. neve: 1b putin 
and. F think\it should be in really as just another page 
of Exhibit, "495." That is on the last page. t+ would 
follow on very well after the balance sheet. Page 15. 
So we might call it Page 16 of Exhibit "4905". 
TH™ CHAIRMAN : All right. 
MR. FRAWLUY: It could actually be 
inserted during the recess as part of "4935", 
MR. PORTUR: That ts all, Mr eGley tony, 
unless you have something to add. Answer Mr. Frawley . 

Q MR. FRAWL ‘SY: I suppose what you sgy is 
that if the Imperial Oil, if your relations in any way 
became strained with the Imperial Oil that you feel you 
could take that three quarters of a million doliars and 
cancel it out as far as the Imperial Oil is concerned 
and put it in another place in your balance sheet by 


some sort of a debenture liability of some kind? 


A Well, we would naturally hope to do soue thing of that 
kind. 
q, You are satisfied with your financial situation, with 


the financial situation of your company? Not perhaps 
as much as you would like to be? 

A I would like to see it better, naturally, anybody would. 
But we do not think that it is hopeless at all. 

Q I wanted to clear up another suggestion, that being 
an Imperial jobber you are simply another marketing arm 


of the Imperial, that could be very well dispensed with 
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and help to solve this so-called evil.of duplication? 

A We are anxious to clear that point up, too. 
You feel, let the Imperial Oil become as nasty as they 
like, you could look after thet three quarters of a million 
dollars by reising some money elsewhere? 

A I would think so. 

Q You think if you offsred this much business to the other 
Alberta refinery, the British American Company, they would 


be very glad to look after your requirements and carry 


whateVer liabilities you have for the time being? 

A Yes, or I coWd suggest we might even enter into manufacur- 
ing on our ow, 

Q I want to ask you about thet because we have that as a reason 
for what some peoovle have called the favorable jobbing price. 
I would like to discuss that with you in a minute. If you 
had to for any reason decide, or your own directors decided, 
that you wanted to sever your relations with the Imperial 
Oil and still stay in business, where would you go for your 
requirements oo you think? 

A I would think the logical thing for us to do, if that 


connection was severed, would be to produce our own. 


2 


Let us exemine that. You do not think the first thing 


x 
to do would be to go to the British American and try to 
get a jobbing contract from them? 

A Well, we are getting a little bit in the realm of theory. 
That is, I am confronted with..-.----. 

Q A theoretical nroposition* 

A & theoretical proposition, The reason I mention manufactur- 


ing our own vroducts is we have soine experience in that line. 
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It is not as though we do not know anything about 
the refining end of the business. But if it came to 


@ question of whether we would buy the stuff or make it, 


we would naturally study the vnossibilities of the manufact- 


Urine Of Ltt 

You have e refining operation in Winnipeg? 

Yes. 

But it is nut a very large operation? 

Wo; it is not large. 

Tt does not serve to supnly you with ell your market 
requirements in the City of Winnipeg? 

Oh yes, it does in Winnipeg. 

Do you make standard gasoline? 

Yes. 

And Ethyl gasoline? 

Yes. 

Within your plant? 

Yes. 

With the help of an Ethyl contiact? 

Yes. 

Have you any cracking units in the plant? 

No. 

Just a skimmung operetion but thanks to EiRViLyOuUNrSe Tre 
able to market standard and Ethyl easoline’? 

Yes. 

It does not take you very far out o1 Winnipes  aoes uit 
No. It is uneconomic to ship it back “6S. 


Anyway, with thet refining experience you think it would 


serve you in some state in this province? 


Yes, we have had that plant there for 20 years. We have 
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had some experience. 
Q That is, you think the most logical thing you would 
turn to is your own refining? 


A I would think so. 


Q Because you cannot get if from Montana - T Just putae 
to you, for a price that you are paying the Imperial, 
Sould you? 

A I have never investigated that. I imagin> not. 
Do you know what the laid-down cost of the Texas Compan; 
for standard gasoline at Calgary is? 

A No. 

q If you assume with me it is 12.93¢, building up from 
the refinery rrice of 6¢¢ U. S. and 7$¢ Imperial, the 
laid-down cost at Calgary is 12.93¢. You appreciate that, 
you have compared to the Montana importation a very favor~ 
able price from the Imperial? 
Yes. 
Why do you suggest the Imperial gives you - because you 
are the other half of the vareain, why do you suggest the 
Imperial sells it to you at 10s¢ at Calgary, is it not, 
just now? 

A You are speaking Of.cecereoes 

Q Of standard gasoline? 

A 10¢. 

q 10g? 

A Yes. 

Q 6$¢ under the tank wagon, is it. It is 10g. That is not 


the new price. I understand you have a new price coming up? 


A Oh, yOu MEaNnoeesseace 
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Q 
A 


Today's price? 

Lose seni eit. 

LOS¢? 

YeSs 

$6910 a falr question to put to. you why co you suggest 
the Imperial gives it to you at 10¢ when if you were 
to buy it in Montana, and thet is only one alternative, 
the Montana alternative, you could not buy it under a 


cost of about. 13¢? 


I presume they want the business. That would be the 
only reason, I would think. 
Do you think that they fear your potential competition 


as a refiner? 


I cannot say. 


(Go to Page 11,601) 
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@ Have you over discussed with the Imperial your potential 
competition as a refiner? 

ys) No. 

In the negotiating of this prico you have never put to 
them, have you, as a trading point, that you would como 
into Calgary and refine if they didn't give you this 
price or some squally favorable price? 

Not in words. No, we have never discussed ite 

Q And you have never approaehed the other large refinery, 
the only other one large enough to handle your requirements, 
namely the British American Oil Company, you never approached 
them shopping for a better price to meet the Imperial's? 
Noe f 

Q Snd what I am interested in, as you are dealing with the 
Imperial and that is the point which you desire the 
Commission to teke from your evidence, Mr. Clayton, as I 
understand it, your dealing with the Imperial is a strictly 
business proposition and is not in any way limited, you are 
not, you are not in your business dealing with Imperial Oil 
restricted in any way, hampered or interfered with in any 
way by the feet that you have owed them three quarters of 
@ million dollars for the 10 years? 

4 No, sir. 

THR CHAIERMSN: We will take a recess now. 
(in adjournment of fifteen minutes was here taken.) 

Q MR. FRAWLEY: Now another subject, Mr. Clayton. 
your price, the prices you pay, Mr. Halverson put in evidence 
as Exhibit "316", the jobbers' prices and sales and other 
information but as to jobbers’ prices on page 3 appears 


this information, Canadian Oil, Union, Highway, Maple Leaf, 
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North Star and Texas buy on this basis, marginal basis 
below posted tank wagon price of products at destination, 
"a" colored gasoline 6 cents, Ethyl gasoline a cent and 
a half above "@" colored; standard white gasoline .50 
cents below "Q@" colored: motor gasoline, white, 5 coénts 
below posted tank wagon; tractor distillate 5 cents 
below; Turner Valley gasoline 5 eents below; water- 
white kerosene 6 cents below, has there been any change 
in the situation as it appears on page 3 of Exhibit "316"? 

vs) Well, the Imperial Oil has just about a week ago or ten 
days ago advised that they wished to change that methoa 
of dealing to an f.oebe- refinery basis. 

Q Yes, now would you mind just translating that into prices, 
as of the day on which Mr. Halverson was giving his evidence 
some time in June, the posted tank wagon price at Calgary 
on "Q@" eolored gasoline was 16% cents, that is correct? 

ds Yose 

Q So you would be buying "Q" colored gasoline or standard 
gasoline from the Imperial at the date this was put in, 
in June 1939, at 10% cents, that is right? 

ds FoOeBe our plant. 

Q 10% cents foo.be your plant, just what does that mean, 
delivered? 

Yes, they would pay the switching. 

Q Pay the switching from their plant at Ogden to your plant 
in the city of Calgary? 

4 Yese 


Snd it was f.o.b. at your warehouse, before, at 1O¢ eents? 


Lb Yes, 
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QOD 


& 


Now Mr. Halverson has advise 

changing the basis of his pr 

is now going to charge you s 

Yese 

Snd that will be, now what w 
gasoline, what would be h 

10 eents on standard. 

I suppose it is just as usef 

Mr. Clayton, whieh explains 


S11 right. 


d you, you sey, that he is 
ices to your campany and he 


omething, f.o.be the refinery? 


ould be the price on standard 


is new price? 


ul to put in this letter, 


it? 


This is a copy of a letter which Mr. Clayton wrote to 


Nr. Cottle on the 12th of Ju 
were here I would offer the 


THE CH.IRM.N: 


LY, L9S9o. [i Mrs Convo 
Originel. 

That will be Sxhibit"494", 
(COPY OF LETTER FROM MR. CLAY~ 
TON TO MR. COTTLE DATED JULY 


L2TH 1939 PRODUCED ND 
MARKED EXHIBIT "494") 


This is written by you from ‘innipeg? 


YéSe 
duly léth, 1939. 


YY 


"re Fe Ge Cottle, 
"Petroleum & Natural Ges 
"Telephone Bldg. 
"Calgary, slta. 

"Dear Sir:- 

"Among other reports, we 


"on which vie purchase our 


July 12; 1939 


Conservation Board, 


have given you the basis 


supplies from the Imperial. 


"This heretofore as you know has been on a marginal 


“pasis. 
"le have recently been in 


"Refinery Sales Lepartmen 


formed by the Imperial Oil, 
t, that effective July 10th 
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"all goods purchased from them will be purchased on 
"an fooeb. refinery basis. For your information I 

"am attaching hereto a copy of that portion of the 

"advice which pertains to slberta." 

4nd this is the quotation: 

™TApplicable on shipments on and after July LOth, 
Swe guote you F.0.B. Western Refinery shipping 
"points as follows: Base Price, Tank Cars, F.0.B. 
"refinory,Regine, Calgary,' 


dnd the prises for Regina I will not quote, 


u Bast FRICH,TANK CaiRS,FOB refinery 
: C.uLGARY 

TEthyl Gasoline L1L.00 

'Q Golored Gasoline 10,00 

TStandard “white Gasoline 9.20 

‘Motor Gasoline, White, 9.20 

"Turner Valley Gasoline 9.a0 

‘Water White Kerosene 12.00 

'Practor Distillave 8.00 

Ly Yours very truly. 4 


You have, I suppose, figured out what the advantage or 
disadvantage to your company will be arising out of 
these new quotations? 

bt Well, I have not had an opportunity to study tho detail 
but generally speaking it is about the same; if anything 
I would say about 1/10th of a cent less than the other 
was, or to our disadvantage. 

Q To your disadvantage? 

b Yoso 
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What I see here at once is that there is on standard 
gasoline a 1 cent, a half a cont difference? 

Yes. 

On the surface? 

YoSe 

Now it is the difference, you say, of taking it away 

from the refinery, taking the car away from the Imperial 
Oil refinery at your own sxpense to your warehouse or 
having it delivered at your warehouse? 

Yess 

Well now, when you were buying gesoline for your sub- 
stations, at say Red Deer, how was it sold to you 
previously, at the Red Deer price, Red Deer tank wagon 
price less 6 cents? 

YES o 

&nd you will pay 10 cents for that gasoline at the Imperial 
Refinery door and take it to Red Deer at your own expense? 
¥CSe 

4nd that is where the new freight rates which are about te 
be entered into, assuming approval by tho Board of Transpo7% 
Commissioners, between the Imperial Oil end the railway. 
comes into operation? 

That is the reason we have not been able to make a very 
close study of it. 

4nd you must weigh tho exact situation on what the savings 
will be on freight? 

YOse 

In Slborta? 

Yose 

Coupled with the superficial saving of a half a cent in 


Mr. Halverson!s price, to you? 
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YesSo 

{nd when you have done that, Mr. Clayton, would you be 
good enough to file some sort of schedule showing what 

the new prices will be, whether they are lower or higher 
than your existing prices? 

Yeseo 

MAJOR LEIPSETT: If you were shipping to Red 
Deer under the old arrangement was the gasoline first 
shipped to your warehouse? 

Noo 

And then from there to Red Decor? 

No, it wes shipped direct by tank car from their plant 

at Ogden to Red Deer. 

Did you pay them 10S cents then, plus the Red Deer? 

No, they would bill it to us at the Red Deer market 

less 6 cents and pay the freight themselves. 

This 103 cente then applied only to Calgary where you take 
it over to ycur own plant? 

That is right. 

MR. FRAWLBY: Mr. Clayton, your posted price 
lists throughout Alberta is, I suppose I can say, identical 
with the Imperial Oil Company's posted prices lists for 
Similar products? 

Yess 

Throughout Alberta? 

Yeseo 

Now in posting those prices, because you do actually issue 
a price list, do you not? 


Well, we issue a price list on lubricating cils and greases. 
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Oh, I see, do you issue a price list on gasolines and 
distillates? 

NOs 

Vell what do you advise your agents? 

We have a filed list in the office and the agents are 
individually advised what the market is. 

dnd it is just the Imperial list? 

Yes. 

Now when you arrive at 2 decision to sell at Imperial's 
prices do you exercise, make any independent calculation 
as to what your particular market setup would enable you 
to do or do you just say "Wie will follow the Imperial's 
price list because we have to", and if you lose money 

it 4s just too bed and if you mako money it is all right? 
Well, we of course know exactly what we are doing at 
each point. 

Yes? 

We know whether we operate at a profit or a loss and we 
naturally try to avoid losses. 

Yes? 

eo Phetnseean we are faced with a loss we have to 


decide whether that is a temporary condition or a 


permanent condition and if it is a temporary condition 


you might write it out but if it is qa permanent one you 
might decide to get out of the territory. 

Yes, but qssuming now you are not losing money; if you 
were losing money at a certain point you would have, it 
is unthinkable to suppose that you would be able to 
reduce your price but have you ever considered reducing 


the price at those points where you are making money? 
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Noo 

Why is that? 

Well, to reduce the price would merely bring the price 

level down. The competitors would immediately moet 
any reductione 

Q Yes, but the consumer would get a little benefit, I 
mean, apart from competitors. have you ever been able 
to see your way clear to maks a reductiun? 

B We have never been in qa position where we felt wa hid 
something which he had to pass on to them, to the consumer. 
You are making an over all profit on your glberta business” 
Yeso 
and I am unable to say whether it is more than you considex 
a fair return on your money but I can assume, I suppose, i°% 
is not what you consider more than a fair return on your 
eapital? 

ra) It is a very small return, at least about 1/3rd of a 
cent a gallon. 

Q 1/3rd of a cent per gallon, net profit. Hava you figured 
out in this material, have you any calculations showing 
what it is in percent of return on the capital invested, 
not per gallon, I mean apart from the per gellon figure? 

a It would be, let me refresh my memory, the net profit 
for the year 1938 was $50,000.00. 

MR. PORTER: That is the total company? 
The original paid-in capital was about a million. 

MR. FRAWLEY: Yes, but Mr. Havelock 
apparently has the figure I want. I would like to know 
how much you made in alberta on that allocated figure, 


how much you mad6« 
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WITNESS: Has he given you that? 

MR. FRAWLHBY: Mr. Havelock. you might 
answer the question. 

MR. HAVELOCK: Our Alberta net profit 

in rough figures is $10,000.00. The jlberte investment 
and we will give you tito figures there, gross value 

is $1,342,00.00; net value, that is taking off deprec- 
ijation and knocking off all the bad debts, is $842,009.00, 


so you ean compute ---- 


MRe FRAWLEY: Have you computed it? 

MR. HAVELOCK: Noe 

MRe FRAWLEY: You have not computed it? 
MR. HAVELOCK: Noe 

MR. FRaWLEY: “i111 you compute it, the 


percentage of profit on your depreciated value? 
MR. HS VELOCK: Waele 

ay (MR. FRAWLEY TO MR. CLAYTON) Now, Mr. Clayton, can 
the consumer look to the North Star Oil Company as a 
jobber, distinguished from the integrated operator, can 
the consumer look to the North Star Oil Company for any 
reduction in the posted tank wagon price in Alberta? 
Well, not directly. 

Q Not directly, not soon, you mean? 
The North Star Oi1 of course is a large jobber, it is 
part of the oil industry in Alberta and the oil industry 
as a whole in this province has given the public a 
car. vantial reduction; our best gauge of what we might 
accomplish in Alberta is the cost in marketing; after 
all the jobber's problem is gauged cntirely on its cost 


of marketing. 
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Yee? 

Our figures show that within a period of about 10 years 
our cost ham been reduced from about 6 cents to 4 eents 
a gallone 

MR. FRAWLEY: Mr. Havelock, will you just 
complete your answer and tell me the rate of return which 
your profits show on your depreciated capital invested 
in Alberta? 

MR. Hu VELOCK: 1 and 2/l0Oths per cent of 
the capital invested. 

(MR. FRALEY TO MR. CLAYTON) Wow, I take it from that 
figure, Mr. Clayton, there is nothing very hopeful to 
the consumer so far as getting a reduced price on 
petroleum products through the instrumentality of your 
company? 

Well, I would like to finish what I was saying --- 

Yes? 

The reduction of 2 cents a gallon in the arke ting cost 
has not been retained by the company which is obvious 
from the figures you have just had, the net profit of 
1/3rd of a cent a gellon shows that the to cents, that 
most of the 2 cents has been passed on to the public; 
possibly not by our own company direct in posted prices 
but by the industry and the part which we took in bringing 
down the cost of distribution. 

Then you have never of course led in any price increase 
or decrease? 

No, I would not say we had. 

You have simply followed the Imperial? 


YeSe 


oe, % 
ao oa 
Ge > 
nef 


C=3 
au 


T. 


Oo & DOD & 


Oo & 


Ne 


= 11,611 ‘+ 
Clayton 


Not’ you speak of price reductions, have you made a 

study of tho price reduetions made in the tank wagon 
prices in Alberta, excluding naturally for the purposes 

of this question, the reductions in the price of crude; 
now there have been some very Sharp decreases in the 

tank wagon price as you know due exclusively to the 

cut in the price of crude? 

YeSe 

Now, putting those to one side, would you be able to tell 
us what reductions there have been in the tamk wagon price 
which would, in other words, seem to be reflected ina 
shortening of the market spread or the refinery spread? 

I would not attempt to do that, Mr. Frawley. I think you 
must have had witnesses who are in a better position to dc 
it than I am. 

Yes, but what I am trying to relate, is the savings you 
have made in marketing costs with the tank wagon reductions? 
YeSe 

You have simply followed, when the tank wagon price has been 
put down by the Imperial, you have followed? 

Yes 

You say for yourselvés you have had some decrease in 
marketing costs? 

Yes o 

Which has enabled you to follow those reductions? 


Yes. 


Sn that is about what it amounts to, is it not? 


YoSe 


Now, I want to ask you some questions as a marketer, which 
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I have been asking all of the marketing companies and 

any of them which you think should be answered by 

Mr. Havelock, I wish yoa would just tell me, in fact 

some of these are so detatled that I think I will Leave 
sone for Mr. Havelock and only deal with some with you, do 
you give your commission agents any assistance in financins 
the purchase of trueks? 

Y6Se 

4nd what system is that? 

well it 1s usually, we have no set rules for it. We usuali> 
expect the agent to put up some portion of the cost of 
his trucks, say up to about 40%. 

jnd you earry the balance at what rate of interest? 

I am not sure that we charge him any rate of interest), 
If we do it would be a moderate one, 
It Has not be any more than 5%? 

No « 

and perhaps not that much? 


I do not believe we charge him any, do we, Mr. Havelock? 


MR. Ha ViLOCK: Noe 
MR. FRAWLEY: No interest at all? 
WITNESS: It is usually paid up, it 


Ls usually financed on a besis of about a year, it is 


not an extended period. 


Now you have a certain number of what are called "commerci- 
consumer accounts"? 

Yese 

fSnd what do you think about those commercial consumer 
accounts, are they ineviteble or should they be eliminated? 


I do not know if I have exactly the Same class of trade in 
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mind, »ut consumer accounts would be transfer companies 
and people of that kind who use tke material themselves. 
Yes, and you Bae them. you give them or sell them, I 
sHenbapaenkeuchartavcdneivetthens you sell thom facilities: 
da you not, a tank ahd pump? 

Yes, if they require its 

Do you ever give them to them withort any charge? 

NOe 

Is it fair to say you are not very exacting in the collection 
of the accounts or is that an unfair thing to say, are you 
exacting in the collection of the account? 

yes, [I think so because these people are usually able to 
pay and there is no reason why they should not pay. 

These people have no other facilities. they have no 
compressors to inflate the truck tires? 

Generally not. 

Lud they have very ordinary facilities for water for the 
radiator but they have no battery facilities or anything 
of that sort? 

Usually not. 

They have to go to tie service station for that? 

I presume soe 

“hy should they be entitled to this preference of the 100% 
tenk wagon price, igs it not unfair to your retail dealers? 
I do not know that I cam say offhant. I do know that a 
good many commercial accounts finally gave up the idea 

of servicing their own equipment and go to servicc 
stations. 

and when they go to theservice stations do they not get 


a little better price than the ordinary motorists? 
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& Well we are rather suspicious that they do. 
What are your view about that; if you learned that a 
dealer of yours was doing that woulda you be concerned 
and remonstrate with him at all? 

& Well it has got so fairly general now that we generally 
do not remonstrato with them particularly. 

Q Let us assume that, a wholesale grocer who has been 
doing business with you as a commercial consumer gives 
it up and goes to the services stetion and let us assume , 
as you think happens, he gets a better price than the 
ordinary casual motorist? 

A YesSe 

Q fnd it may be that a lot of that service station operator's 
gallonage might be that, it might be as much as half of 
his gallonage, might come in that way through these 


commercial consumers =---- 


a That would be rather unusual. 

Q That would be high, would it? 

& Yes , 

Q 40% in somo cases? 

4 I doubt very many run that high. 

Q Vhat has been bothering me is, if the retailer who has to 


meet that canpetition of yours, dealing with these commerci>. 
consumers, is driven to bring down his spread from 4% cents 
in Calgary, 43 cents in Calgary and 4 in Kdmonton I think. 
to say 2g cents in Calgary, why does he noed to charge, if 
he is satisfied to do a considerable portion of his business 
sor 2% cents; then what are your views as to whether he 
should, it is fair for him to go on charging 44 cents to 


the rest of his business? 
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Well we would rathcr that that situation did not exist. 

We would like that the owners of fleets of trucks and 
these commercial houses paid the same price as everybody 
else. 

At the servies station? 

Yeseo 

§t the service station? 

Yeso 

But do you not think that your practice of setting up 
pumps and tamks in their back yards, lends itself to 

an advantage being taken of the rotailer; they must 

go to the retailer to service these cars, really that 

is the fact, they must impose on some retailer for 
everything except the gasoline itself, is that not about 
So? 

That is true in many cases, Of course, there are many 
exceptions to that. 

Where they have a lamge fleet? 

YOSe 

But in must cases that goes on and what do you think, 
What do you think about the dealer margin, should the 
dealer margin be fixed in your opinion, should this 
Commission recommend, after royiewing the whole situation 
and endeavoring to arrive at some fair dealer spread, 
should it be recommended that that be established and 

not varied from? 

Wel! that is a pretty difficult questicn to answer, There 
have been attempts in different places, I .know in the oity 
of Detroit they have taken to setting that price and they 


have made attempts in other parts of the United States to 
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set it and I Go not know that anv such attempt was over 
mado in Canada and I do not know if I would eare to make 
a suggestion on that. 

Q Have you made enough study of the marketing situation in 
wlberta that you could suggest a figure whieh would be 
a fair minimum spread or a maximum, for that matter? 

4b No, but I think conditions are fairly similar here to 
what thoy are in the other parts of the West, Manitoba -- 

Q Why do you feel it necessary to give the commercial 
consumer not only posted tank wagon but 1 cent better 
than that, the 100% do.ler | putting him in the same 
class oxactly as tho man who is making his living out of 
buying your g.colince and reselling it? 

L Well personally, I am not at 911 convineed he should got 
that cent. 

Q You think if he got it at the posted tank wagon it ought 
to be good enough for him? 
I would think so. 

Q Now what is your attitude toward the steel barrel situation, 
your company. like all of the large marketers in jlberta 
hands out steogl barrels froe to farmer consumers or any 


kind of consumer, why do you do that? 


4 Well it is largely a matter cf bookkeesping? 
Q Of bookkeeping? 
b Yese It hes been our experience that any attempt to keep 


track of steel barrels by number or to follow them inte 
the hands of the farmor or consumer by the individual 


barrel is rore expensive than tho number of barrels which 


are lost. 
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T. N. Glayton 


Q First of all, what do you think about the practice of 
giving him a barrel free, why not charge him for the 
barrel when you sell him the gasoline? 

b iv would be’ very difficult, I think, to get 68.00; the 
cost of the barrel from the farmer. 

Q “Difficult to got it? 

YesSe 

Q Certainly difficult to get it now after all theso years 

of free berrels, I suppose? 


4 Yes. 


( Go to Page 11,618 ) 
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Of course, our picture - TI cannot speak for the other 
companies - but our victure is not quite as loose as 

your question might indicate. 

Tell us about your situation? 

When we open up an agency we agree with the agent as to 
what steel barrels he should have to take care of hig 
business, Say an average of about 150 barrels. Our 

agent then is charged with 150 drums at $8.00 and an 
entry is made in our books for that, $1200.00. The 
entry remains there until that agent is closed out or 
some condition changes or the number of barrels in his 
equipment is added to or taken away from. In the meantime 
he accounts to us for the 150 drums and subject to audit 
he has to periodically tell us where these drums are and 
who has them. We do not go through the vrocess of having 
the agent report what particular farmer has these drums 
and make any bookkeeping entries, which would have to be 
made with the farmer. As a matter of fact, we have no 
account with these farmers on our own books. 

if your agent reported he had just been following all 
other market2rs' practices and had issued a considerable 
number of steel barrels and there was a considerable 
mortality in the barrels, would you do anything about that? 
Well, presumably the agent would be responsible to us for 
that shortage. 

Presumably, which means on the books? 

Yes. 

You would not actually deduct $38.00 ner barrel from his 
commissions, for instance? 


It is not very often done. 
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“hieh means then that you are just about the same as the 
rest of them, you are handing out these barrels without 
any charge and I wonder with how much regard to their 
return? 

ft still would like to say I do not think it is quite as 
loose, because, after all, we do not give an agent an 
excessive quantity of drums. Our company never has had 
any excess. It has really had a shortage. The agent's 
ability to do business and the volume of business he can 
do depends on the number of drums he has. He is under 
constant pressure from that standpoint to get his drums in 
and us@ .u hem. 

That is an interesting suggestion. Mr. Macleod, the Texas 
Company's solicitor suggests or tells me that the Texas 
Company of Canada does collect for lost barrels and deducts 
that from the commission, which is a very definite way of 
having the marketer paid. Now, you have not seen fit to 
go that far? 

I would not say we do not do it. But the point would be 
you would have to decide and you would probably get into 

a dispute with the agent who probably would claim that he 
was not short and that the acne agent had invaded his 
territory and taken his drums,and you find yourself in 
this way, that you would not be in a position to enforce 
collection. 

Have you any suggestion about it. Have you any submission 
to make to the Commission as to what its recommendation 
Should be with rezard to the whole steel barrel matter and 
should it be just cut off. You might be interested in 
knowing what ir. Halverson said about that. He said "Up to 


the present we have been loaning barrels to farmers. We 
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te Ns Clayton. 
intend to carry on loaning the steel barrels we now have 
so long as they do not need replacing. When additional 
barrels are needed it is our presént intention to sell 
the farmerg non-returnable barrels at eects Would you 
be prepared to do the same thing? 
No, I do not think that the saving in the cost of the non- 
returnable package compared with the returnable package 
is sufficient. in other words, the returnable package 
is still the cheapest. The non-returnable package would 
cost you over half of the cost of the other type. Its 
life would, in my opinion, be very short. That; Cf course, 
is a matter which has been considered by all oil companies 
and it will be faced very soon by all of us, the matter of 
replacing the present equipment. There 18 (di pias 
any plan-which you consider and what will be the ultimate 
one I do not know if anybody knows; (he si theation in 
Western Canada cannot be compared with the States. It 
has been compared unfavourably with the situation in the 
Western States where I umerstand, or I wve heard it said 
the Texas Company in all the Western States did not have 
1,000 steel barrels. But they did have in that area a 
large number of non-returnable packages. They have a 
secondhand barrel market where barrels can be bought at a 
dollar or a dollar and a half, something similar to the 
old wooden barrel market, ~ which we have not got in 
Western Qanada. There is no source of supply of cheap 
secondhand packages and uhless there is some way of the 
farmers getting these packages at a low cost I do not see 
how you can get away from the present system of distribution. 


The farmer must have barrels. 
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T. N. Clayton. ; 


You cannot just ztell him to buy his own barrels am 
come with his barrels to the service station and buy his 
products? 

It certainly could only be done by concerted action by all 
the oil companies at a definite date. 

What I was interested in was having your considered 
suggestion about that. ‘hat you have said is, perhaps, 
all you can say about it, Mr. Clayton? 

Yes. 

Your company, I suppose, has some third party leases, 
what are called third party leases? 

MR. COMMISSIONER LIPSETT: Just before you pass from that. 
Assuming that it was recommended that it could be done 
with concerted action---- 

MR. FRALEY: assuming that there could be 
some concerted action, what would be your suggestion as 
to what that concerted action should be? 

Vell, it would be presumably in one direction and that is 
the farmer would be required to pay for the package when 
he took it away from the station. 

and then it would be his? 

It would be his. 

And he could bring it back for his next load? 

Yes. 

“ould you be prepared to finance him in the purehase of 
them, like creameries, do lI understand, with cream cans? 
The idea would not appeal to me. 

You would not attempt to finance him? 


No. 


MR. PORTER: The creamery is rather different. 
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T. N. Clayton. 


MR. COMMISSIONER LIDSETT: Your actual investment in 
drums seems to have been practically one-third of your 
entire investments in Alberta? 

That is right. 

The original cost, you see it on page 1 of the Exhibit. 
You have actually financed the drums without any hope of 
getting your money back? 

Well, any more than, of course, we get the use of them. 
The barrels are constantly turning over. 

Have you any arrangement under which these barrels can only 
be filled with your product, or can they go, as somebody 
Suggested, with that barrel and get the barrel from you 
in the first instance and go and get it refilled anywhere 
they like? 

That has happened, more particularly in alberta than it 
does in other parts of our territory. But there is no 
doubt a great deal of that has been taking place in 
Alberta. 

There is no method devised of stopping that? 

Not any more than the vigilance on the part of our agents 
getting the barrels that he has been allotted. 

MR. PORTER: “While they may fill your 
barrel with a competitior's commodity to-day, your stuff 
may go out in a competitor's barrel to-morrow. That is 
BVLes 268-15 note 

Tt poss ipily te. 

MR. FRA'YLEY: You put the North Star mark on 
all your steel barrels? 

Our name is embossed on the head. 

But that seems to be very little of a deterrent, I take it? 
MR. MAGL“OD: hen you look at the other side 


of the picture, is there much difference. Steel barrels 
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oN GbOy Ol. 
are necessary? 
Yes. 
They must be provided? 
Yes. 
If you do mt provide them the farmer must provide them, 
or the user of the gasoline? 
Yes. 
and it does not make much difference whether the consumer 
pays a Little more, if he does pay a little more Tor hte 
gasoline to cover your cost of providing the steel barrels? 
That is one way of looking at it. 
MR. OCMMISSIONER LIPSETT: Does not that put, on that 
contention, put the whole burden on the other gasoline 
consumers if that service is provided free for the farmers, 
must not the other gasoline users pay for it? 
Well, I suppose they do in a way. Of course, it would be 
rather difficult to undertake to allccate the expenses 
among the different classes of the trade. I was just 
going to look and see what the depreciation was. On drums 
last year in our case it was :j41,000.00, which is about 
one-fifth of a cent a gallon on our entire business, or 
one-sixth of a cent,. rather. 
You simply have written off about 60% of the drums, 
haven't you, Your total original investment was $246,702.00 
and you have a depreciation on that of $143,087.00? 
Yes. Our drums are rather old. The drum equipment las 
not been replenished since about 1929. 
Does that depreciation figure include actual depreciation 
or does it include the drums that have been lost in addition? 
It is actual depreciation. The gross amount of 5246 ,000.00 


has been adjusted about two years ago. tT think we made an 
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T. N. Clayton. sae a 

adjustment on our bocks to take care of the drums that 

we figured were actually out of use and no longer existed, 
mm Other Words... the $246,000.00 is the investment an t he 
drums still in use. 

The original investment in drums then would be more than 
that in the beginning? 

Tos. 

Have you got the original figure? 

We will get that for you. 

MR. FRAVIEY: Mr. Havelock mizht be able to 
give us that. Mr. Commissioner Lipsett is asking for what? 
MR. COMMISSIONER LIPS=TT: Mr. Clayton says that this 
figure, Cost of Drums, $246,702.00, is not the original 
cost of the drums but is the valuatdnn that was put on 

the existing drums about two years ago. I was asking if 
you knew what the original investment in drums was. 

That is correct, I think, Mr. Havelock. Ye made a capital 
adjustment two years ago taking out of our records the 
barrels no longer in existence. 

MR. HAVELOCK: It is the actual barrels in 
existence. 

The Commissioner would like a statement of the original 
value of all the drums. 

MR. HAVELOCK: All right. 

MR. FRAVGLY: Now, Mr. QGlayton., Is. that an? 
you want to ask the witness? 

MR. COMMISSTONBEE SIPSETT: Yes. 

MR. FRATLEY: There is the question of Lease. 
You in many instances will rent premises from the owner 


and then lease them to your dealer? 
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“e do some of that but that is not a company policy. 

Are there other cases where you will rent the premises 
from the dealer himself and then rent tham back to the 
dealer? 

Well, I thought that is what you referred to. 

No, I mean where you would go to xX, who owns a piece of 
property, and rent that property from him and turn around 
and lease it to your operator? 

We do that, yes. That is our practice. 

There 18 the odd anstance of the other thing, where you 
would go to the dealer who owns the property and become 

his tenant and then re-lease to him? 

tebe NCS OUT DOliCy . 

If there are any there are very few? 

Very, very few. 

Can you prepare, if it is not already there, can you prepare 
a statement of cross-leases, third party leases, as they 
are called, and cross-leases, those are the two kinds I put 
to you, showing the investment in each of the premises, 

the rents that are paid and the rents that are received 

am generally showing what the picture is with regard to 
leases? 

Yes. 

Now, them, if it turns out, as I am sure it will turn out, 
that you are not collecting as much in rents from your 
dealers as you are paying out, for rent on the one hand, 
when you aré paying it, or if it is property that you own the 
taxes that you pay and your insurance and So On. “What do 
you say about that. What is the reason for your not 
insisting upon the payment by your dealer of what might 


be called an economic rent, as a landlord pure and simple? 
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A Ye endeavour to secure from the lessee the amuunt it takes 
to carry the property. There are cases where we are not 
able to” get’ that. 

Q Bo & policy. ana. am Speaking of policy, do you really 
endeavour to get from the operator in rent enough money 
to completely reimburse you just as if you were renting 
mea house? 

A Yes. 

Q You do? 

A tes. 

Q and the statement that you will be good enough to file 
Will show all of that? 

A Yes. 

Q Now, what have you got to say about the practice of 
entering into these leases and tying up an outlet, not 
using "tying up" in any sinister way. ‘hat is the good 
of it? What is the advantage of it to the company on the 
One hand and the dealer on the other? 

A Vell, the company, of course, secures an outlet. 

Yes? 
and as far as the dealer is concerned it must obviously 
be to his advantage or he would not enter into the deal. 

Q It is to his advantage if it should be that he does not 


pay you as much rent as though he were renting it from 
some person not interested in the oil industry at all, 
I suppose that is what you mean? 
A Well, he probably would not have the capital to put up 
the vuildings and so forth that he required. 
Q Well, we have a certain premises that might be suitable 


for gasoline selling and it is owned by anybody you like, 
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f. N.| Clayton. 

a trust company, and the operator goes directly to the 
trust company on his own to make a rental proposition, 

to rent the premises and presumably the trust company 
would insist on payment from him of enough rental per 
month or per year to pay everything and pay all of the 
going charges and some return, I take it, on his investment. 
That is one situatinn. The other situation is where you 
own it or you rent it, perhaps from the trust company and 
then re-lease it to the operator and that is a different 
situation altogether? 

A Yes. 

That is what I want to sut to you. The advantage to the 
dealer is obvious because he is paying you less than if 
he wenveade ib haimee bi? 

A I do not jsee that. 

Q heLie JuWitenguwitminr the form of a question; would he 
in that instance not pay you something less than he would 
have to pay if he was dealing with the trust company at 
arm's length? 

A It‘is.quite likely. 

a Assuming that were so, there is an advantage right there, 


LT take G05. «to him? 


A Yess 

Q Torthe jaealer’? 

A Yea? 

g But what about you, what is the advantage to you in going 


through that transaction? 
A T would like to ask a question here, if I may. «re you 
referring to dealer outlets or service station set-ups. 


I might just say now as far as our company is coneerned 
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we do not have very many of that type of dealer outlet. 
as far as the service station goes, we have very few in 
alberta. 

Your service stations are principally properties which you 
own? 

Yell, I would have to study the figures. We have the 
detailed figures here. I would not be prepared to say 
but we might summarize them. 

It, perhaps, would be better if there was some summary of 
that to find out how many of these kind of cases----- as a 
matter of fact, I think the discussion might better wait 
until we see the whole statement, and you will present 
that to us? 

I would be glad to study that and submit it. 

To what, extent does your company finance dealers who do 
not run company-owned stations at all, just the ordinary 
dealer? 

We do more or less of that. 

Financing? 

Yes. 

What comes within the head of financing, what kind of 
finanoing do you do? 

We advance hiM probably a portion of the money required 
to expand his premises or ereate proper facilities for 
dispensing gasoline. 

And you advance him that money without interest? 


No, with interest. 


> 
What rate of interest? 

sy pou Si hula 9 a 

And the payment spread over? 


5 to 10 years. 
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TT, Ns Clayton. 
That is for refurnishing and modernizing the premises and 
that sort of thing? 
Yes. 
And painting the premises and so on. Those are premises in 
which you have no interest as owner at all directly o@ 
indirectly? 
That is right. 
Can you tell me, to complete that I think it would be better 
tO Neve it in figures, would it be difficult for Irs 
Havelock to show that? 
No, you may have that. But you may have to wait to get 
that from Winnipeg. ‘We have that in detail. 
Has the North Star any plans for annuities or sick 
benefits and group insurance and so on for employees? 
We have a group life policy and we have group sickness 
and accident. We have no annuity. 
Have you got that in the form of a booklet which contains 
instructuions respecting that or is it just an arrangement 
with an insurance company. I presume it is? 
Yes. 
If we wanted to know any more detail upon that we might 
possibly be supplied with a copy of the group insurance 
policy? 
We have one with the Great Yest Life and sickness and 
accident with the Travellers, just two policiés. 
Have you people engaged in what is known as the credit 
Card servicers 
No. ii s0me Or Our friends in Winnipeg Come, in go as 
and ask for a card we have a form which we sign and let 
them take with them. But we do not send out----- 


That is very interesting I would like to ask you about 
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that. You know nearly every other major marketer in 
*lberta does that? 

Yes. 

And I always wondered why the North Star did not. “hat is 
the reason for that? 

In the first place, we have not got connections in tle 
Uhited States which permit us to give them a card which 
would be good in the States. And I am opposed to it 
personally because I think it is a lot of work for nothing. 
Is it too costly, in your view? 

I would think it would be. I think that the tourist should 
have money in his pocket to buy his gasoline as he goes 
along. i 
But apart from the tourist - now, you have mentioned it 

it is so that the Texas Company and the British Amrican 
and the Imperial all call attention to their credit ears, 
and to the fact that it is available with varicus companies 
in the United States. Well, the Texas Company their owm 
and the other companies others. But apart from that do 

you think it would be a gallonage builder for you to 

issue credit cards even to ordinary local citizens? 

Oh, it does not appear to have been. ne) Dave Deen indo s 
listening in on that proposition. ‘Je have not had a 

great call for it. I do not suppose we have more than 

40, or 560 out all together. 

Are the commission rates to your agents all the same? 

Yes. You mean to all agents? 

Yes, alleyour agents? 

They are practically at a standard rate of commissdnn. 


there are a few exceptions, maybe four or five. 
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2 cents? 

I do not know as there is any - I am thinking of our 
whole company - I do not know whether there are any 
exceptions in alberta or not. 

MR. HAVELOCK: There are about three ma jor 
points. 

That is where commission has been adopted in lieu of salary. 
MR. FRAWLEY: Do you do any truck hauling? 
Yes. 

Will you express an opinion about this, what is your 
company’s estimated cost ver gallon of tank truck hauling, 
both long. ana Short hauls? 

We Cra eo aire per mile irrespective of the haul, for 
convenience. ‘Je have not attempted to break it down 
between a short haul and a long haul. 

What is the figure? 

About 1.75 or 12 cents. I think you are using 2 cents, 
Alex. Does it run that yet? 

MR. HAVELOCK: she aisle 

1.75, that is the actual cost. 

MR. FRAWLEY: That is in connection with 
haulage by commission agents? 

No", our own’ trucks. 

Where do you operate your own trucks in Alberta? 

We have one at Calgary here and one out of Edmonton. 
Delivery from company-operated bulk stations, salary- 
operated bulk stations? 

We haul principally from the refinery from Calgary. 

Cre e's 7 


We do not haul from the bulk points. 
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rillvited ees 
T..W.. Clayton, 
You have the privilege of taking your requirements away 
from the refinery in tank trucks? 
‘Then I said "refinery" I should have said our own bulk 
plants. 
Do you, by the way, go to the refinery direct with any 
trucks? 
No. 
It all comes out in tank cars? 


Yes. 


and in the case of Calgary it is switched to your warehouse 


and in the case of Edmonton it is sent by tank car to your 
idmonton warehouse? 


Yes. 


and in the Calgary and sdmonton districts you truek by your 


own trucks? 

Yes. 

And the figure vou are giving us is one vou use in 
connection with these hauls? 

Yess 

MR. COMMISSIONER ZIPSETT: Is that 12 cents per gallon? 
(es; per-mile of distance. That covers the return trip. 
vis 100 aaites from-here to Red Deer and it would ‘He 
1.75 cents ner gallon or 12 cents per gallon. 

I just was not guite clear on that, what exactly the 
12 cents covered? 

That is one way. ‘le compute that on the distance between 
the two points) end it ‘covers the return trip, whichis 
emtys of course. 

MR. FRALEY: It is 12 cents if you were 
trucking from Calgary to perhaps not as far as Red Deer, 


but from Calgary to Olds, 60 miles, you would figure your 
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T. N. Clayton. 
truck cost 60 times 1$ cents a gallon although he would 
come back empty? 
Yes. 
MR. COMMISSIONER LIPSETT: 60 times 12 cents? 
Yes. 
For how many zallons? 
That would be per gallon. That would make it a little 
Over pecna. 1.05) cents, would it not? 
MR. FRALEY: Mr. Havelock, would you pugeit 
on the record what your truck haulage would be for a 60 
mile trip? 
MR. HAV&Lock: That is taking a full truckload 
there and coming back it would cost us one and 5/100 


of a cent. 


MR. FRATLLY: On what basis? 

MR. HaViLock: 60 multiplied by $1.75. 

MR. FRAWOIEY: That is $1.75 per----- 

MR. HAVELOCK: Per 100 gallons perso mikes, 


We just multiply the miles by the rate. That is about 
Leeent*s mire; 

MR. COMMISSIONER LIPSETT: It is $1.75 then? 

That is 1% cents per mile per 100 gallons. To haul 100 


gallons 100 miles is 61.75. 


MR. FRAWLEY: That is the basis? 
MR. HAVELOCK: Yes. 
MR. FRALEY: It ts all worked cut trom thay. 


I do not suppose it costs any more to haul ithyl gasoline 
because it has lead in it? 

Prohably not. 

Vous ole ee lou lo. aso line in Southern alberta, I mean 


really Southern Alberta, away down South of Lethbridge? 
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SOc s) GAEL G 1. 
Well, we sell some. I would not say we sell a lot. 

You lose money on every gallon you sell down there, don't 
you, because of the freight? 

Yes. Well, we will be faced with the problem from now on. 
Oh, yes, that is something you are going to learn about. 

It would be very interesting just on that thot you mike a 
statement to the Commission after you have independently 
studied this Southern Alberta situation. TI think seriously 
that might be very useful for you to tell the Gommission 
what you think some time. You might prefer -to pull out 
of some of these points in Southern Alberta if you heve 
because of this hauling and freight to meet this Montana 
determined tank waggon down there? 

Very likely. 

You might say "I am not going to do it whether the 

imperial wants to do it or not." t would like to hear 
something from you as to what you think of Southern 
Alberta after you have----- 

MR. PORTER: SURLUMMS USO Negetea, shanty 

MR. FRAYLEY: Yes, or even beforevsufiering, 
You might not choose to suffer. Do you feel that the 
distribution of gasoline through service stations is 
sufficiently adequate to justify no further licences by 
the Province? 

Well, it seems;evident that there are enough retail outlets. 
it would be pretty hard to contradict it. 

DO YOu nave whatvis called inland dealers. in your 
organization? 

Very few. 

That is a man that operates as a denler in a town that is 
inland from the commission agent? 


Yes. 
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TNs Clayton. 


4nd you have to give him something better to hold the 
gallonage in the district? 

There ise very, Pew of those. Our policy is either to 

have a man an agent or a dealer, and to lave it clean- 
cut if possible. 

This fellow is really in between the two of them, isn't he? 
Ves. 

You haven't in any of those? 

No, the zallonage is usually small. 

I supvxose Mr. Havelock could let us have a short sehedule 
of what you have in the way of inland dealers and what 

it means in commissions paid? 

Yes. 

Why do you have to charge 23 cents more for Ethyl gasoline 
than for standard "Q"? 

You say why do we have to? 

Yes? 

Well, I do not know that I can answer that question. 

Do you think that there is a value, that there is 24 cents 
difference in utility and quality in the two gasolines 
that justifies the 24 cent charge whieh the poor consumer 
has to pay? 

I would not care to demonstrate. I do not know. There 
MIS oe dave never thought it out. 

AS ae yonver vou do nou maybe have to suffer from a Jotiog 


the things that the integrated man has to suffer from? 


(Page 11,636 follows) 
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4nd you see this is the 
thing.I want made clear, you charge 2S cents more for a 
gallon of Kthyl gasoline than for a gallon of lead- 
treated standard gasoline all over the Province of Alberta? 
Yes. 
But when you buy that gasoline from the Imperial Oil Company 
in tank car, you do not pay them 2% cents more for iithyl than 
you do for the other? 
No. 
Why not? 
Well the cost of distribution of iLthyl during the, up to the 
present time is probably higher than any other product; it 
has to be available to the consumer in all parts of the ter- 
ritory. The gallonage required does not justify bulk storage 
and therefore tank car movement, and most of it has to move 
in either tank trucks or drums and the cost of distribution 
is quite high. I think there must be many points that the 
2s cents does not repay us, whereas the "(" gasoline or the 
green, moves generally in bulk. 
Yes, but you see, take the Calgary stations only, tank wag- 
gon price, posted tank waggon price of "4" gasoline, 16% 
cents? 


Yese 

Posted tunk waggon price on Lthyl 19 cents; you pay 10; 
cents for "Q" gasoline but you only pay 1lé@ cents for tle 
Ethyl, and you have a 7 cents margin on tthyl, yes, you 
have a 1 cent more on iitthyl, you have a 7 cent margin on 
Ms GLY a gO 
Mite PORT titi : As aguinst the 6 on "Q". 


MR. FRAWLEY : As against the 6 on "Q", now 
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Peers then pens 


the diffcrential to the consumer is 24 cents? 

Yes. 

Now you say you need that difference to market it, because 
of what you call "inter~station transfers" of Ethyl in 
snall quantities? 

Well some of that; we try to avoid that but the cost of 
distribution is some higher. 

And that is why you have to have a slightly longer spread 
on the Lthyl? 

That is right: 

But from the consumer's standpoint, why do you charge him 
2s cents more for the Ethyl gasoline than for the "qQ"? 
Well a premium product usually carries a little heavier 
load in the way of gross profit than a standard product; 
in the case of the jobber it is really we have to have 
sone product on which we make some money to offset the 
products which are sold probably at a loss. 

Well that is perhaps the answer; that is perhaps fair 
enough; ithyl gasoline I suppose is a luxury product, is 
it? 

weLl<—~- 

It depends on the point of view I suppose? 

Yes. 

But you feel it is fair to take, to use the Hthyl gasoline 
as a profit-marker? 

Yes, I do not see why not. 

-nd that you are a little more, shall I say mindful of the 
consumers’ interests when you are pricing the "ot brand 
gasoline? 


fell that is the grade which he generally uses. 
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Q ‘Yess but it makes me wonder, and it warrants me putting 
this suggestion to you, how would it effect you as a 
jobber and marketer, to discontinue marketing Lthyl gas- 
Oline and only market one quality gasoline, to use that 
expression, of say an in-between octine number of about 
74, what is your views on that? 

A 4 74 would not be adequate. You would have to, in fact 
octane is going upwards rather than down. 

a Yes? 

A Your newer cars require at least 78 and it looks to me 
right now that it is going still higher. 

Q auhat is your ithyl gasoline run now? 

A 78 « 

Q Of course you have some pretty stiff competition in octane 
number in Alberta, from the Texas Company? 

A Yes. 


Q But it has been suggested by some people that that is just 
an octane race? 


No. 


what do you say about that? 


> 2 & 


No, I do not think sos 


You think, you do not think there is any vicious circle 


2 


between the autonobile manufacturers and the gasoline man-~ 
ufacturers to just keep running up the octane and running 
up the compression ratio? 

4 ioe I think the gutonobile manufacture puts out a car 
that suits him and leaves it for the oil corpanies to put 
out a gasoline to suit the car- 

C, You think the oar came first and then the gasoline? 

A That is the way it appears to me. 


Q You do not think there was any, I do not mean diabolie 
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conspiracy, but you do not think there was any getting to- 
gether in New York of the automobile people and the oil 
people to put the two things together? 

IL am afraid my opinion on that would not be worth much. 

You think then that we cannot get along with a 74 octane 
gasoline in Alberta? 

I certainly would not think so in Alberta, lir. Frawley. we 
heave, we have gone to an acténe in tianitoba of 78, where 
we are almost all on the flat while here yor have the hills 
to contend with. 

We heard something about that too from the experts, that in 
Alberta, because we have 4 high altitude? 

Yes, there is that point I overlooked. 

We oan get along with about 7 octane numbers less than 
Vancouver, subject to this qualification of course that 
along with our altitude we have some hills? 

I overlooked that point. I might say in our own production 
in Hanitoba we just adjusted the octane on Red Lthyl to 80, 
just this week. 

To 807 


Yes. 


o 


I woulda like to ask you something about that, you have @ 
skimming operation there? 

Yes. 

Using what kind of crude? 

Texas crude. 

You are not using Turner Valley crude? 

Not just now. 

You use that because it hes more natural octane? 

Yes we use it for, went back to it for a number of 


reasons. ‘ve ran Turner Valley for about a year and the 
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problems presented were rather numerous and domplicated 
and we felt we had better go beck to the sweet orude un- 


til we hud worked out something. 


a) You bring in sweet crude from Texas? 

A YeSe 

Q And all you have is the straight run operation? 
v) Yess 


And what is that octane? 


A Abdout 655. 


0. Of course that isa lot higher than Turner Valley, is it 
not? 
A Yess 


Q Ané then you bring it up from 55 to, did you say 80, you 
bring it from 55 to 80 with how many c.c's of Ethyl? 

A About: 25,..2-6. 

Q Is there some limit you can use? 

& Shree o.c'ts is the limit. 

And what, if you used the whole three o.c's,- what would 

that Texus crude gasoline run in octane? 

A I do not know what’ it would run. It might go past 80 


but I do not think so, 


Q That. is where the race ends so far as you are conoerned? 

a YeSe. 

Q Unless you get the Ethyl coupanies to let you put in more 
ma yoe? 

A You used the term "race". Therc is no race in one way, at 


least in iianitoba we do not udvertise octane at all. There 
is nothing, no discussions with the consuier as to what 
the octane of gasoline is. 


Q You mean the North star?. 
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A Yes, or the other coillpanies either, there 1s no advertising. 

Q, Joes not the Texuco news~-cast carry as far as Jinnipeg? 

A I do not know that they are in vVinnipeg. 

Gy, well anyway octane is not a high-light in ijanitoba? 

A WO, so that nae action we have taken was based purely on 
what we thought was necessary to weet the requirenents. 

Q And your own gasoline then that you are making, as you say, 
starting very recently, is about 80 octane and you are able 
to riake that with the Texas crude and the ithyl products? 

A Yes. 


Q Now I think that is all tmt Iwant to ask you about that, 
there is something more about crude, you are not using 
Turner Valley any more? 

v3 Nos 


Setting aside the other technical difficulties, what was 


Fey) 


the comparison of the laid-in cost of Turner Valley crude 
with the Texas crude? 

4 well it will lay in somewhat cheaper than---- 

Q The Turner Valley crude? 

A Yes, the crude itself. 

Q You certainly have nothing in the way of a favourable 
freight rate, moving that crude from Calgary to ‘innipeg? 

A It was 69 cents. 

Q 29 cents a hundred? 

A Yes. 

Q Or about how such a gallon is tt? 

A A little over a dollar. 

a A little over a dollar a gallon? 


my & barrel. 


Q Yes, a barrel, but there is a favourable rate to i:oose Jaw 
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and Regina? 
Yes. 

«hich was put in to meet the potential pipeline competition? 
Yese 

But there has been no extension of that so far as Jinnipeg? 
Vo. 

Or even Brandon? 

NO 

So that you have had to shoot back on the producers in 
Turner Valley, the crude which you were buying? 

Yes. 

But there are other reasons you say, technical reasons, 
couldn't they have been overcone? 

No doubt. 

Do you think you could make, I will put the whole thing to 
you, do you think you could ilake 80 octane gasoline in your 
present plant in :Jinnipeg with Turner Valley crude and the 
ithyl product? 

PLdcupteiwaee are Still working on sthat problena pases 
said the thing is rather complicated, iianitoba has been 
shut in, meeting competition from the South and the Last, 
and to handle Turner Valley crude we would have to put in 

a cracking plant and to put in a cracking plant, you would 
run your total capacity up beyond the point where we could 
market without shipping back towards the source of supply. 
ve have heard something about the snglo-Canadian, they have 
a refinery operation at Brandon? 

Yes. | 

Is that a skiaming operation or a cracking? 


They have just put that plant on strean. 
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S They go into s#innipeg? 

A YeSe 

G with standard gasoline, and athyl’ 

A I do not know if they come in with Lthyl. I suppose maybe 
they do- 

Q, and they use Turner Valley crude altogether? 

3 Yes. 

Q and they have no favorable freight rate? 

A No. 
nite FRAWLT Pe think that is ,at ir. 
Glayton. Thank you very much. 

THis CiiéA Dti.aiv: any question "why the jobber 
at all". 

G hike FRAWLEY: Oh yes, ilre Clayton, as the 
biggest Imperial jobber in slberta and perhaps «8s the 
biggest jobber in Alberta from any refinery, why does the 
marketing structure in Alberta needa any jobbers at all? 

A well we feel that the jobber has his place in the Ono 


dustry. He always has had. whe history of the oil ih- 
dustry would indicate he has 4 favourable position in 
the oil businesse He is free to buy where he chooses; he 
is not compelled to market the product which he himself 
produces, which sonetiaues is a handicap and we feel that as 
his entire energies und activities are devoted to uarketing, 
that he is perhaps as expert, and possibly more so, than 
the company whose efforts are Giversified from producing 
tn retailing. 

Q Yes, well you know, you do not know anything about the 
wontana marketing situation at SNe Bag 


i No, not personally. 


= 


R - a - 
a ; i 
: | | . > . 
Z i | | 
5 4 | 3 
E « ' < : — ie 
5 " : | 
3 3 | : , | 
fim 2 ; ; 
1 ” 
= Bs, j | i | | 
Z : q : a : = 
: : . “i . : 4 
| | co : 
| : _ sen : e 
: 2 : : : 
eth 7 | , | : 
~ | | : 
a6 : | | 
= Fi | | 
te 
é ees , | 
) : s : 
G | | | 
3 as . 
= oot : ; | | 
= = : 
| | 230 2 
= : | | | 
se . | ; | | | 
| : 
| | us 2 
| : x Se 
| i 
; 2 . 
s . = <4 | 
oa 7 : | | : 
| | : ; ; = =. 
: | : : : is 
: 
3 o = | 
: ae 
| . A Lan elt 
me ‘ | | : ; | | 
ee | | | 
| . : eae a : 
3 : =, 
3 7 rt Sry 
“ : . | | 
5 Z 
E i : 


T. Ne Clayton 


C4 
9 


C) 


oN 1. GAA an 


You see down there there are jobbers who do just what 

you uwentioned, he buys where he chooses and he aotually 

does, but I put it to you, most respectfully, you do 

hot, you buy just from the Imperial Oil, Limited,:-and I 

put it to you that you are duplicating plant for plant 

the Imperial's sub-stations all over Alberta. wow as I 

say I put that to you in the most friendly way; and is 

that not detrimental to the whole marketing situation? 

You would hardly expect me to admit that, would you. 

No, I would not want you to admit that your presence in 

alberta is detrimental but trying to theorize about it 

from the standpoint of the necessity of the jobber oper- 

ations of the kind we have here. Now if you were a job- 

ber that went to the Imperial one day and bought your 

requirements and then che next day you went to the 

British American Oil Company and bought your requirenients 

for that day,-now of course there are two sorts nf weaknesses 

perhaps to that suggestion but let me put it to you, as 

this man clack does in :ontana as I an told, he buys from 
one refinery and from another refinery, because there are 
six or seven refineries down there from which he can buy; 
if you went to the Imperial and bought and to the British 

American and bought and imported some from .iontana, then 
wa would have this independent jobber who perhaps is Pane 
{ng the lowest level both in buying and in selling but when 

ike gasoline out of the 


you 405 days of the year simply ta 


Imperial Refinery in tank cars and then take it out into 


the country and put it down side by side with the Imperial's, 


ull over Alberta, I suggest to you it is possible that that 


4s a vicious duplication which igs costly in the end to the 
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cOnsumer; now there may an answer to it, what do you think? 
A vell you see, on what you call “duplications” is duplication 


necessary right there, as a matter of fact facilities 

are not all duplicated, as a matter of fact, in my opinion a 
very small portion is duplicated. ou touched on the mat- 
ter of steel barrels.» The North Star steel barrel equip- 
ment does not duplicate the others; in fact the two to- 
gether are at times inadequate to take care of the demand 
and the same might be said of the trucks and truck drivers. 
4 truck can only handle so much gasoline in a year and the 
driver can only do so Much work in the day. There may be 
some duplications of the warehouse facilities but after all 
the warehouse is only a very small part of our investment. 
Our average country warehouse reflects an investment of about 
¢425.00 on railway property. I cannot conceive that the 
thing has reached even to the point where it is wasteful. 
You can hardly expect to revanp the entire oil business 
every time a change takes place in the source of supply, 
which is what you have here in Alberta, up to about three 
years ago all the coup anies in Alberta were jobbers. i/hen 
we game here in 1909 it was all jobbers. 

e Mir. Clayton, I show you sxhibit w420" which is an attempt 
to show the amount of duplication in distribution in the 
Leduc area and your company is represented by the orange 
tine, that orange line is your Leduc agent's route and 
the other lines are the routes for the other companies. 


Now do you think that that is, assuming that that is a 


typical thing, do you not think there is some wested energy 


there that must be reflected in marketing costs? 


A Tt would be very difficult to say to what extent that would 
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reflect any marketing cost and therefore a cost to the 
consumer. ive find that the most economical method of 
aistribution is through the commission agent who de- 
votes part of his time to the oil business and handles it 
in conjunction with the implenent business or general hard- 
ware or something of that kind. If that is, how many have 
you there, five, those five or six agencies were all com= 
bined in one, which I presume you feel would be the ideal 
situation, you probably would have a salaried man in there 
and I venture to say your cost of distribution would be 
higher than they are today, through the commission agent. 

is Now three of those people, it happens to be there, the 
suaaple Leaf, the North estar and the Imperial, take those, 
with respect to those three dealers, those three dealers, 
it is all Imperial gacoline out of the Imperial Refinery in 
Calgary? 

A Yes. 

Q And there they are, side by side* 

Yes. 


And they happen to have the three best gallonages there, 


Sp & 


first luaple Leaf, then yourself and then the Imperial, that 
is just as good, you can say everything you have to say in 
reference to these, just as well as if you had the whole 
pictures Now you say there is nothing wrong, and when I 
say "wrong" I mean it in the broadest sense, there is noth- 
4og wrong in having those three Imperial arus you might say 
in that one town, all going out after the same business, all 
with a truck set-up, all going down the same road together, 
perhaps following each other down and sO on, now I do not 


know, but is that inevitable, ir. Glayton, in your opinion, 


s 


ted re, 
35 ee 


= - ° 8 ee 
4 g = . 
- Fn) 
> Se, 
: S 
3 a 4 
: 2 a « . 
1 
» = - 
ia Zi ss < 
= aT aes ~~ 
mS EN Ee Deas, 
et; 
- is 1 
7 lee: - 3 


r =hie=y 
4 5 
= 
s aid oa ~ 


Te. N. Clayton 


C4 
12 


Q 


“v 


- 11,647 - 


as the biggest jobber in Alberta? 

LI do not know just where you would draw the line; obvious- 
ly it would not be much use Sdding to that, mind you, I an 
not want to say any more than that. 

That is somethinz? 

That ic the question. 

Let tle suggest this to you, supposing that the Imperial 
Oil Company could assure itself ana this may be the 

answer to my question, the answer, supposing the Imperial 
Oil Company could assure itself of every géllon that the 
North Star Company is now selling through its outlet and 
every gallon that the hiaple Leaf is selling through its 
outlet, they could assure themselves of it passing to tile 
Imperial Vil agency there, now just assuming that, although 


you may not think it is logical to assume thg+? 


kRe PORT: hy argue from an untenable 
prenise? 
WR. FRAWLaY: I know, but the answer to it 


is that the assumption is a wrong one? 

bikie PORTER: Of course it is in the light 
of experience. 

AR. FRAWLEY: | But if that assumption were 
correct, would it not be right and proper for the Imperial 
to market that gasoline itself? 

the Imperial agent would not hold one~half of that. 

That is the whole answer and that is what I wanted to bring 
oute You say if the North Star Oil Company pulled out of 
~eduo tomorrow, tne Imperial Oil Gompany would simply lose 
that gallonage and it would go to the Gas and Oil Products, 
or perhaps to some new man altogether, that is, you say that 


is your definite opinion.I take it? 
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A L think. so. 

Q And if the Maple Leaf, their own subsidiary, was taken 
out of Leduc, was taken out of Ledc tomorrow, the 


Imperial would not even hold that gallonage? 


a Well from my experience in the business I would doubt it. 
Q You would doubt it? 
JA I do not know the local Situation of course. 


C No, but I mean that is what happens, you cannot just 
simply turn off the Maple Leaf tap and turn it all into 
the Imperial Oil station or Similarly with the North Star? 

A No- 


lurte PORTER: While you are on that point 


BS) 


if IT may, on this item of duplication, iir. Clayton, that 
picture presupposes that 7 or 8 companies have facilities 
working side by side and that there is therefore a dup- 
lication. Wow can you take your initial state:ent in this 
Exhibit, page 1, “suamary of investnent in Alberta" and 
Cen you give us roughly the figures Showing the things in 
there which are either not releted to the jobber business 
Or would be necessary if any one organization had the 
whole business in the Provinces? 

A The first largest item we have there is "steel barrels 
6246 ,000", 

em That is 246 thousancée? 

mi Yes, and if we add to that the trucks and autonobiles, we 
have §302,000; if we add the retail outlets to tmt ©1538 ,000 
we get »~440,0U0 out of the £708,000. 

Q ¥440,000 out of £708,000? 

YeBe 


wAJOn LIPSETT: dnat do you mesn by the retail 


> 


outlets? 
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A The service stations. I presume they would be included in 


considering our position as a jobber. 

Q WR « PORTER: They are not part of the 
jobber's business? 

A No. 

Q WRe FRAWLEY: LI want to be sure I follow 
you, you mean if the North Star Oil Gompany were not in 

| operation in Albertas--- 
MR.e PORTER: If the jobber went out of 
business there would $440,000 of this capital working any- 
Ways 

Q Re FRAWLEY: OW you say, would you go 
over that again, bir. Clayton, what capital would be work- 
dng if you were not distributing as a jobber at all? 

a I took the steel barrels ond the auw aotive equipment as 
$302,000 and added to that the investment in service 
stations. 

Q Why add the drums, take one at a time, why do you say 
that that would be necessary? 

Fs) I say that because our drums work overtime if anything and 
if we were out of the picture somebody else would have to 
put up that amount of equipiuent- 

WwiRe PORTIR: No surplus of drums, 

Q MR. FRAWLEY: Oh it may be that this drum 
business is all wrong and that the Commission might recom- 
mend that the farmer bring his own drums? 

A You wot i still have to have drums» 


WRe PORTER: You do not abolish the job- 


ber by abolishing the drum situation. Je are dealing with 


the real situation in which drums are used, 240 odd thousand 
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dollers of them. 

Whe FRA] RY: You say all drums are needed 
and if you went out of business thit the company getting 
that gallonage would have to, would probably go to you and 
buy the drums and add to their own capital investment? 
Yes. 

Now what else? 

I included the retail outlets. 

MRe PORTHR: the service stations. 

MR. FRAWLEY; Of course I do not know how 
they are going to buy those drums while you have them all 
out in the country? 

MRe PORT EK: it does not matter whether 
they buy them or use them. They could buy new ones and 
use them in the business. It is necessarily a capital in-= 
vestment. 

MR. PRAWL EY: The North Star customers 


probably have them, 


(Go to number 11,651 ) 
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MR, FRAWLUY: Anyway though, there are 
just some further difficulties of taking the jobber out 

of the marketing picture. 

MR, PORT®™R: Then there is an item 

in here for your bulk plants which represents storage 
facilities. Now, would some of thot storage facility 

have to be dunlicated or taken over if jobbers were put 
out of business? 

Our business is highly seasonal. That is, there is a 
great peak in August, ceptember, and October as compared 
with the winter months. I think that it would be fair 

to state that the reserve storage throughout the country 
is. for a large part necessary in taking care of the 
requirements during the threshing season. Without that 

it would be almost impossible to take care of the business 
which would have to be taken care of by increased drum 
equipment or increased trucking facilities, or in some 
other manner. 

Whioh some, a part of that bulk plant, costing »226,000,00 
would have to be replaced by sone alternative storage 

in the hands of eny marketing structure? 

iptmink that is fair. 

So that there should be added to the 9440,000,00 some 
allowance for added storage? 

Mik, COMMISSIONER LIPSETT: “ould you ask him,Mr.Porter, 
to explain to us exactly the method of working these 


bulk plants and these other outlets, from this comnany*’s 


point of view? 
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MR. PORTER} I did not know there was 


any interest in thet. 


You might expLain why your bulk plants, and how they operate? 


Vell, these bulk plants usually consist of two tanks at 
some country point in which we carry two products which 
are predominantly used in thet area. Generally speaking, 
sone tractor fuel and some green gasoline or "Q” gasoline. 
The other 4 or 5 products required such as Ethyl gasoline 
or Turner Valley products, lighting naphtha, kerosene, 

and so forth, are brought into the agency by truck which 
we cam bring in approximately at tank car cost. The agent 
then distributes all his trade, dealer trade and farmer 
trade from these facilities. The farmer of course buys 

by the drum. 

MR. COMMISSIONER LIPSETT: Then when you come to the 
barrel stations, what are there, 42 barrel stations? 

Those are stations at which the demend for any single 
product does not justify shipping in tank cars. The stock 
is brought in by tank truck or by drum from the main 
distributing point, Calgary or %dmonton. 

Are they wholesale distributing points also? 

Well they would take care of the farm trade in that area. 
Chiefly farm? 


Yes. 


And these service stations now, 16 of them I think are 


company-owned? 


Yes. 
Are they entirely your property and run by your employees? 


“ell they usually leased to the operetor. 
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Q There are 25 of them, 16 company-owned and 9 leased, 
All uf these 25 are leased you say as a rule to the 


operator? 


Yes. 


5 


ee 


Andi you sell him the gasoline, taking out your wholesale 

commission, and then he puts on his 4¢ spread or whatever 

it is? 

A Yes. 

Q, 4nd you take none of the profits out of those service 
stations as stnck? 

A Noe 

Q Just the rental? 


A Yes. 
MR. PORTER: Just one more question, 


You do buy Quaker State and distribute it all across 
“Western Canada? 


Yes. 


You do not buy that from the Imperial O11 Company? 


No. 


You also have quite a business, I understand, in kerosene? 


Yes, 


oOo - 2 - £ “> 


Premium kerosene which you sell all across the ‘est for 


lighting? 
Yes. 


You do not buy that from the Imperial Oil? 


No. 
That is a different quality from what is available 


oO - © b& 


in Canada at all? 


A Yes. 


5 - = ‘ : 2 
: a we at) ° + . =tas , . 
° 
- 2 . : aoe Meet : ane =o R “ t ‘ vo tie : * 
7 (ee 3 ‘ : * . : we = 5 ‘ * : i = ors 
= 3 ae , a 5 “ - ' os a 
= es — : =% (ae : 3 ‘ ee ee 
: ry : - i 2 3 : ; = 
é fie ae % : af 5 : ° A . xe 5 . i ca = cat * 7 
: aS - : : 
ej 4 pad: e ° “2 q ° : ca = > c 
F : “ i oS . 5 ‘ = 2 
- oie a = : 4 i te “i = 
3 - ‘ 7m es - cee my se 
: : 5 : woe +. — : 
P : == > eee tas 3 2 ee ae 
‘ae R sae : - « ee 5 nd a3 hee 3 
oe a a ie _ . : ah . 
> - - ee we : é Bad : 
s : ao 5S 
Pi : ae Fis a 
tos : cee 5 5 
4 -Z t or ares - 
. + r - 
=a or ® -y i, = Z 
Se! ‘- ws : : 
; 5 ‘ : rer ae 
ts 
$53 ie a : 
= ed . 
a . 2 wee “e. ‘ he Fs ca 
nc pe ve - és Ras ze Eee 
; E i 
: : % # =. = 
. iS = : oa a Ford 
z 5 K ae > 
: a3 : eae : ekat 
aes s be fe ses 
ae seit = = 
te cake -: ; : ce 
: c 3 s F 
c . . roa ae 
cs a i . 
mee ve a 
ay is o = = 
: e 3 a 
age . 5 cell 
i -~ ah . 


T=4 
4 eh, O04. = 


T.N. Clayton 


Q MR. FRAWLEY: Where do you buy that? 

A We either make it in Winnipeg or import it into some of 
the southern sections of Saskatchewan, 

Q The reason you do not buy from the Imperial is because 
you can make it more cheaply yourselves at Winnipeg? 

A we feel it is a bétter product than the Imperial is 
able to turn out from Turner Valley crude. 

Q MR. PORT™R: You sell that all over 
the West,. I understand, don't you? 

A We sell it in Saskatchewan and Manitoba. 

Q MR. MELTABARGER: I would like to ask 
the Witness one or two questions. Going back to this 
Exhibit at Leduc. Do you feel that if all the marketers, 
from your experience, would you say if all the marketers 
in the Leduc area were eliminated except the Imperial Oil 
they woubd not have to put on the same number of trucks 
to make that same delivery? Do you think they would be 
able to effect any saving in truck delivery by virtue 
of the fact they transfer the business to themselves? 


I rather doubt it. As I said, we have found the commission 


hb 


arrangement is the cheapest form of distribution. 

Q Do you feel that these trucks are all used essentially in 
making delivery and that therefore regardless of whether 
they are opereted ty the Maple Leaf or the North Star or 


Gas &® Oil Prodticts, the Imperial to take care of the same 


business, would have to duplicate them? 


A T would think so, we find our agents are usually under- 


trucked. They usually need other transportation in high 


season. 
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Now, on Ethyl gasoline you have lg a gallon additional 
margin on Ethyl, Mr, Vrawley asked you the question why 
did you charge 23¢ additional for Ethyl, is the fact 
that is costs youls¢ more, is that correct? 

Yes. 

And you have lg additional to operate on, Do you feel 
that lg a sallon more than covers that additional cost 
of operation of distributing over "GQ" Brand? 

No, when we take the whole territory into consideration, 
Ir other words, you do not make more from a gallon of 
Ethyl than you do of "Q" Brand? 

No, probably less, 

Mr. Fraviley asked you in connection with commercial 
consumers and why if a commercial consumer went to a 
service station and purchased at 23g & gallon profit 

to the cperator, instead of 4ég¢ in Calcery, the service 
station operator should not sell all his gallonage at 
that price, at 24¢ srofit, Would it not be logical to 
assume if he gave the commeroial consumer gasoline at 
Bg srofit, it would be all the more reason why he would 


have to cet 44¢ nrofit on his other business in order to 


stay in business? 


Yes ® 
And sscondly, is it notafaot that a station operator 
iness with a definite volume as he would 


running a bus 


have at any particular time to take on a commercial 


account that would give him 50 gallons or 100 gallons 


a day ‘he could probably handle that additional 


business at 25¢ «nd make a little profit on Er 
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rather than let it go by the bourag and lst it ge 
elsewhe re? 

A, Vell, we are obliged to assume he is satisfied or he 
would not take it. 

Q, In other words, he has his costs fixed Anyway and he 
could probably take on a little additional gallonage 
at a smaller profit and still he could not handle his 
whole station at any less than he is getting? 

A We find it is impractical to supervise every operation 
of the operator. He is >perating on a certain margin 
and it is up to him to handle his business within that 
margin. 

Q Do you give the commercial consumer the undivided dealer 
price because he buys on the same basis as the undivided 
foe len.., or do uwyouljust: 2ive it to him out, of the goodness 


of. your heart? 
A No, we give it to him because we find our competitors are 
doing that. 
@& To meet competition. You stated that your marketing costs 
have been reduced in the past ten years from 6¢ a gallon 
to approximately 4¢ a gallon, or a reduction of 2¢. Has 
that reduction been made in the face of decreasing costs 


of operations, taxes and other costs over which you have 


NO icon trol? 
higher and other items probably 


A Taxes certainly would be 
lower. 
Q Your ivduotion, if it were not for the fact that minimum 


wage laws required you to nay more wages or other conditions 


required that, and that materials cost you more because of 
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sales taxes and so forth, than they did ten years ago, 
and that other taxes are very much higher than ten years 
ago, that your reduction would he more than £¢ a gallon 
in operating costs, is that correct? 

A That is correct. 

: In other words, this does not represent the actual 
picture of your increased efficiency? 
No. 
Mr. Frawley asked you if the consumer could look in the 
future to a reduction in the price of gasoline by virtue 
of the North Star operations. ‘here would such a reduc- 
tion have to come from? Where would any reduction in 
price from the North Star have to come from? 

A It would have to some from lower marketing costs. 

o) As far as the North Star? 

4 Yes. 
And beyond that, where would they have to come from? 
MRY FRAWLEY: You do not need to go 
far beyond that. 

A The cost of the product itself.naturally. 
MR. MELTABARGER: The lower marketing costs 


would depend on whether or not taxes increased, would 


5 ig wt ai Hes 


A Naturally. 
inereased. In other words, that 


q And whether labor costs 
is a fector beyond your control? 
A Yess 


&, MR. COMMISSION™R LIPSETT: Mr. Clayton, I want to 


get a little more from you about this refinery in Winnipeg. 
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You did try Turner Valley oTrude, did your 

Ve ran for about a ysar on Turner Valley crude, yes. 

And whet price were you payine for Turner Valley crude 
when you were experimenting? 

I think it was $1.42 loaded at Calgary. That was 51.22 
plus 15g plus o¢. 15¢ vip eage and 5¢ handling. 

At that time were you able to buy it in soompetition with 
Texas crude? 

Well, we anticipated we could run it in competition with 
Texas crude, yes. We anticipated to be able to do that 
when we switched over to Turner Valley crude? 

Who are you buying your Texas crude from now? 

Largely through brokers. 

Where do those brokers operate? 

They are located in Texas, Houston, or some point in Texas. 
Are you buying from one of the major companies the production? 
No. These companies usually turn their products into the 
pipe line and of course naturally our erude moves by tank 
car and we usually have to go to the smaller producer to 
get that. 

Whet reduction in the orice of Turner Valley crude would 
compete with Texas crude at the present time? 


enable you to 


That question is almost impossible to answer because we 


add to our plant to enable us to handle 


Turner Valley crude. 
Is it by reason of having to be a higher octane gasoline 


now than during the year you were using it? 
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TT Ns Clayton. | 
No, I wuld not say that exactly. “Te hac some trouble 
with all products. Of course, the kerosene you make 
from Turner Valley crude is not a satisfactory burning 
Niles We also had trouble with Diesel fuel and domestic 
fuel oil. We had in our earlier years built up a good 
business in domestic fuel oil in Winnipeg. The last year 
WeeVvan inte quite: a Dit of difficulty with the Turner 
Valley product, a difficulty which even up to the present 
time we have not solved. 
Is that due now to your ow equipment that vou would 
require----~-- 
Not entirely. ‘Je have not found anybody else who could 
tell us what is wrong or that can show us how to make 
li rent: 
Is not the Imperial Oil and the British american making 
those products now in Calgary with Turner Valley erude? 
I do not know to what extent they may be Selling 2% nor 
domestic fuel oil purposes. I think it is rather limited. 
“hat I was rather putting to you, Mr. Clayton, is whether 
the difficulty in Winnipeg is due to the competitive 
price of the product or whether it is due to your 
€quipment which would require some addition to make it 
suitable? 
I would say it is probably due to both. You see, “at tne 
time we started to run Turner Valley crude I believe the 
Imperial was shi»ving their Regina product right into 
that territory and it would have been logical to expect 
that we might be able to secure part of the Winnipeg 
Market. “ell, to-day Imperial are shinping as far ‘est ag 


Portage out of Sarnia. Now, that area is not being taken 
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care of by the Turner Valley product. 

Of course, the freight rate on the refined product from 
Regina east is much greater than the freight rate on crude. 
vhat I was trying to get from you is a picture as to 
whether it would be possible, with a properly equipped 
refinery at Yinnipeg, to use Turner Valley crude in 
competition with American erude oil? 

Well, we hope to be able to do so. ‘We have not given up 
the matter at all. 

Even on the present price of #1.30 you think it could be 
done? 

It might be done, yes. ‘hen it comes down to distributing 
from iinnipeg to-day we are practically confined to 
Winnipeg proper and just a small aréa around there, 

Did you get some special price on Turner Valley crude when 
you wer¢g getting it at $1.42? 

No. 

Because the price, I think, never was lower than “1.30, 
was it, at the field price, and pipe line on top of that? 
Vell, my memory may have failed me on that but I can get 
that figure for you. 

MR. COTTLE: $1.30 is for 48 gravity. 

We were getting about 42. I am sure it was $1.22. 

MR. COTTLE: That would be for 44 gravity, 
Which would be the average pipe line run at that time. 

MR. COM .ISSIONIR LIPSETT: Even with the existing pipe 
GaWeTe A Ugo gmedrg 


The pipe line rate was 15 cents, 


MR. COTTLE: And loading was 5 cents? 
Yes. 
MR. COTTLE: The average price to-day is 


about $1.20 and not $1.30. The average gravity to-day is 
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T. N. Clayton. 

43 instead of 48. At the time Mr. Clayton was buying 
the gravity would have been about 44, which would be 
$1.22 and not $1.30. 

M2. COMMISSIONER LIPSET?T: If there is any further help 
or information you could give us, Hr. Clayton, in 
reference to the use of Turner Valley crude in YVinnipeg 
it certainly would be very interesting? 

A We are anxious to use Turner Valley crude. It cost us 
a lot of money last year to more or less experiment with 
it, Wd dedehed the point where we felt we would have to 
find out more about it and learh from our own researches 
and other people's experience before we invested in the 


plant and that is where the thing stands to-day. 


cP) 


Aoparently here at Calgary two refineries, two major 
refineries and in Moose Jaw and in Regina and now in 
Brandon are using it, and it seems to be a suitable raw 
material? 

4 Oh, yes. 


4nd I was wondering if you could sive us any further 


D 


particulars as to whether that market could be extended in 
some way to Jinnipeg assuming there was an up-to-date 
refinery with the proper equipment? 

A I do not see why it should not be. ‘Je expect to do it 
before another year or two. 
MR. FRAWLEY; At Mr. Cottle's suggestiom I am 
going to ask Mr. Clayton to be good enough to have a 
statement prepared showing the comparative eosts of the 
Texas crude laid in at YVinnipeg and Turner Valley crude. 
Starting with the field, name the field you get it from, 
the gravity, the various transvortation charges to bring 


it to Winnipeg, and similarly with Turner Valley, and 


x 
Ree 
ne go 


A 5 a 
~~ <4 
« : . 2 ne 4 
® on . e : . 
2 shoe is “4 5 
ale 
BS ‘ : a 
=a a 
, 
. 
aac : 
we = Sew cb J 
. = 


cy 
a 
rag 

ae 


- 


-11,662- 
Ne Ne GLayton’, 
then we could have it there for ug? 
Al] right. 
MR. MACLEOD: My Lord, Mr. Meltabarger would 
like tr correct something. 
MR. FRAWLEY: Mr. Meltabargrr wants to make 
a short statement correcting Something he said. 
MR. MELTABARGER: In connection with the 
Specifications. I mis-read the Imperial Oil's specifications. 
i find now after looking at them again that their 
Specifications are on a comparable basis, but Just 
differently arranged than the specifications that are 


used by us, but they are perfectly intelligible. 


(At this stage the Hearing was adjourned until 9:00 a. UM. 
SOUR 10590) 
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EXHIBIT 495 
Submission on behalf of the Ethyl 
Corporation presented by the 
PSSA aL SY’, «c's 0 0 e «/0 eee Whee eters telat oteleee a. GOD 


EXHIBIT 496 (a) (b) am (c) 
wo photostatic copies and one type- 
written copy. of Canadian patents 


Pow by the uthyl Corporation. ...n se e--11,666 
Pens eo oe (by) (so) (a) (e) (ry Ce) (yen) 
Oy) 2) {m) (2)) (0) <(p) a (x) oeCs) 


eeecah (vy) {w) (x) (y) (2) (aa) 

These are photostatic copies of the 

Ethyl and "Q" contracts existing 

between the Ethyl Corporation and the 

Canadian Oil companies as enumerated 

Miiepece 11672 of the record. «+++ -0+ 40 ne etd, OVD 


EXHIBIT 498 
A file of letters and acceptance 
forms produced by the witness Kaley 
modifying the provisions of the 
pinyie licence and sales gchar 
| Deunl 20s UE eur ee ata Metadata Oy rb acige Meta ot weet GO 


ee 499 
Document similar to Hxhibit "498" 
puoyenevineg references to the, a" 
CUE AG US inte s sels e's 6 oie) ssw oe ol igus a reegher oleate 11,680 


HXHIBIT 500 
~ Standard form of agreement for the 
manufacture of ithyl gasoline issued 
by the Ethyl Gasoline Corporation..... seed, OU 


PLA IBIT S01 
~ Similar standard form of agreement 
in reference to "Q" brands. ..esese a yp etatetli, OtU 


EXHIBIT 502 
Photostatie copies of Jthyl Corpora- 
tion's contrac s with jobbers......ssouee 11,684 


EXHIBIT 503 
Regulations for handling and mixing 
Pel ELS, Ciencia c's) a's nlstin ap wa) setenaite aie ser hoists ooo sh OUG 
(by means of tank equipment) 
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EXHIBIT 504 

Regulations for handling and mixing 

athyl fluid (by means of barrel 

SO UIRIMEYNG i esis asaret ss Mgr e 0 ¢ferece wicte Shel ep ato peel ote Ailes Ee 
EXHIBIT 505 

Blue-prints and specifications cov- 

ering tank types sused for handling 

ee PO eV LEU A, 6 cic o's os 9 salen y's iri a kegels: 
EXHIBIT 506 

Biue-prints and specifications for 

drum installation plants for 

handling and mixing =thyl fluid 

Ove eos Ota harrel. equipment, .5 .'s ss oceans vedi O83 
EXHIBIT 507 

Folder containing five photographs 

SD moses tal Lat OF... .. » Arete sin iets Sy DOD 
SAH LBIT 508 

‘older containing five photographs 
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EAE BRIT BOD 

Plate to be placed on vending pumps 

indicating gasoline containing 
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EXHIBIT 610 

-hotostatic copy of the registration 

of the current and principal Ethyl 

eM cotatte ol el eta “ate 's se eis 'e's ve orm > 6 terete ee acs tl, oe 


XH Bie DLL 
Booklet entitled "Sparks, Octanes 
and Performance" issued by the Ethyl 
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(C. S. Blanohurd, sg. K. C., appeared for the Ethyl 


Corporation.) 


whe BLANCHARD: I think the witness, iir. 
Chairman, should perhaps be sworn and proceed with his 
statement to a certain point and I might say, iire Chair= 
man, that I am with Mr. D. G. zicKenzie, K. C., for the 
Ethyl Corporation. iir. .icKenzie is confined to the 
house today and has been for several weeks and I am not 
sure whether he will be here befere this chapter is finished 
or not. 

bike FRAWLEY: The only difficulty I had 
about that, I understood, I am quite agreeable to deal 
with it in any way that you suggest, wre Chairman, but I 
thought the picture pert of it was off the record, enat 
it more or less had tn do , however, if it can be made 
part of the record---- 

THE CoiATRMAN: There is no objection to 
proceeding with the picture then? 

MRe FRAWLEY : Perhaps i:r. Blenohextes stg- 
gestion is the better one. 

THE CHALRAN: Gertainly the picture ean- 
not be part of the record. 

MR. BLANCHARD: Unless the Board sees fit 
to ask us to put in the film , which might be run at 
some future time with a projection machine for the fur- 


ther information of the Board. 


THE CHALRuwA: Liy concept of the usefulness 
of this was that we might better understand the evidence 


which is to be given. 
wite BLANCHARD: I think so. 
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THE CHAIRWAN: I do not think we oan make 
any attempt to put thia in as part of the record. It is 
merely for our information. 
wiRe FRAWLEY: At the same time if lir. 
Kaley can usefully make a Stateuent before he ruua the 
filn-+--+ 
MR. BLANCHARD: dell I do not think he coula 
describe the film’ in any way. Possibly in view of what 
the Chairman has said we had better run the film in the 


first place. 


THE CHAIRMAN: well are you all ready to 
Pub ity 
wR. BLANCHARD: There is a great deal of 


matter in the film which is extraneous to this Inquiry, 
lire Chairman, but I think it will be useful. 
THE CHAIRMAN: YOu ave, ready to runt, 
you state Mr. Blanchard? | 

A Yes. 


(ssoving picture film here shown to the Commissioners). 
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HARRY WHSLUY KALBY, having 

been first duly sworn, examined by lr. irawley, said: 

Q lire Kaley, you live in New York Gity? 

A In Garden City which is a suburb of New York. 

Q ie have not yet found one of these New York men that live 
in New York Gity. ‘Your business is what, ir. Kaley? 

A ithyl Gasoline Corporation. 

Q And what is your capacity? 


A I an General Sales i.ane per. 
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done#bi Sales anager? 

Yes. 

You are professionally what, in addition to being General 
Sales ijanager? 

Petroleun lingineer. 

You are here to make a submission to this Gommission with 
respect to the Operations of the ithyl Gasoline Corporation 
in the Province of Alberta? 

So far as I oan, yess 

Mr. Blanchard,K. ei is acting for you? 

Yes. 

WRe BLANCHARD: bir. Chairman, ir. Kaley has 
prepared a statement, more or less condensed, covering in 

@ general way the operations oti Kthyl Gasoline Corpor= 
ation, describing the nature of the product they nanufacture 
and its usefulness in connection with fuels used for 
automobiles engines, internal combustiun engines and I was 
going to suggest if the Board approves that iir. Kaley can 
read that and then he can elaborate certain portions of the 
evidence afterwards? 


THE CHad TRAN: Very good. 


(SUBLISSION OF THE ETHYL COR} 
PORATION H#RG PRODUCED AND 
MARKED EXHIBIT "495"). 

The Ethyl Gasoline Corporation 
is a corporation organized and existing under the laws of 
Delaware, United States of samerica, and has its prineipal 
offices in the Chrysler Building in New York City, It will 
mostly hereafter be referred to as "the Company." 


It is the exclusive Licenses 


under certain patents and under such exclusive licenses has 


<. 


Helis Kaley 
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the right to license others to manufacture, use ami sell 
the licensed products. The Canadian patents under which ~ 
it operates chtefly are as follows: 
Canadian Patents 206,353 
256 354 
290,586 
Copies are attached hereto. 
Mine BLA:sICHARD: wire Chairman, I think we had 
better put in the patents at this point. I suppose the | 
three patents can go in as one Exhibit. 
buRe FRALEY; I would think so. 
VITN ESS; i have photostatie coptes of 
two of them and a copy of the third. 
MRe FRAUVLEY: You have them separately, 
perhaps they had better gn in separately. 
whe BLANCHARD: The first two--—- 
THe CHAéALiu.AN; You can use letters, iir. 
Frawley, they can be marked gxribit "496" a, b, a. 
(PATIITS, PHOTOSTaTIC AND a 
COPY,HERE PRODUCED AND 


MAREED AS EXHIBIT "496% 
A, BY and’ ¢) 


WITNESS: 
These patents cover; 
(a) Fluid hereinafter described; 
(b) Improved motor fuel comprising gasoline and 
fluid which is higher in anti-knock value 
and thus more efficient than the gasoline 
from which it is made. 
The Company, for a number of 
years, engaged in the production and sale of anti~knoock oonm- 
pounds referred to as “Hthyl" brand of Anti-Knock compound 


and "OQ" Brand of Anti-inock conpound for use in iiotor fuels. 


é 
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The resultant treated fuels gre sold throughout the United 
States and Canada and in some of the principal countries 
in the world, for automotive use and throughout the world 
for aviation. 

The anti-knock compounds 
upually referred to as “ithyl" or "Q" fluids for use in 
Gutomobile gasoline are practically of the same composi- 
tion and are referred to heresfter as "fluid." The fluid 
is composed of: 

, Tetraethyl lead 
iuthylene dibromide 
Lthylene dichloride 
kerosene, dye, etce 

the addition of fluid does 
not change measurably the purity. distillation charaoter- 
istics or vapor pressure of the gasoline to which it is 
added, but in reducing or preventing knock, controls the 
combustion characteristics. Gasoline, when knocking is 
present, burns abnormally, increasing engine temperatures 
and wasting energy which cannot be absorbed by the crank- 
shaft. siost power is obtained in modern high compression 
engines when the gasoline burns evenly. 

The active anti-knock in- 
gredient of fluid is tetraethyl lead. Tetraethyl lead is 
@ Oil soluble liquid compound of lead, its chemical com- 


position indicated by the formula Pb (CoH, ), radical taken 


four times. 
Tetraethyl lead is menufact- 


ured thraugh the reaction between an alloy of lead and sod- 
jum and the chemical compound ethyl chloride. The alloy is 
first prepared by celting together pig lead and sodiun, 


allowing the resultant product to cool and harden, thea 
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Grushing to suitable size in a hanner mill. The re- 
action of the alloy with ethyl chinride takes place in 

@ pressure vessel called an "agutoclave." Tetraethyl lead 
is steam distilled froma the resultant mass, washed with 
water, separated form the water, and finally filtered. 

To explain the position 
and use of fluid in the petroleum industry, it is neces- 
sary to describe briefly the manufacture of gasoline. 
Speaking generally, gasoline is produced by all or gsaie 
of the following processes: 

(1) Straight Kuh Gasoline or Naphtha. Crude oil 
is distilled and the distillate boiling within the range 
of gasoline. is separated from the higher and lower boil- 
fing constituents. Such gasoline is known as Straight Run 
Gasoline or Naphtha. 

(2) Cracked Gasoline. All or some of the portions 
of, the products of higher boiling range thin gasoline are 
ubjected to high temperatures and usually high pressures 
and under those conditions are partially converted into 


products boiling in the gasoline rangee This pw cess which 


may be carried out under widely varying conditiona is known 


as “oracking," and the gasoline so produced is known as 
Cracked Gasoline. 

(3) Natural Gasoline or Absorption Gasoline. Gasoline 
is produced by compressing natural gas, thus condensing out 
some of the gasoline vapors usually contained therein, or 
by scrubbing natural gas with oil, thus absorbing some of 
the gasoline vapors. Gasoline produced by such processes 
is known as Natural Gasoline or Absorption Gasoline and is 


generally a very volatile product, 
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(4) Reformed Gasoline. Streight ran gasoline or 
naphtha uay be modified in chenical composition by sub- 
Jjecting it to heat and pressure under conditions similar 
to those in cracking. Such a process is know as "Keforn-= 
ing" am the product is called keformed Gasnline. 

(5) Polymerized Gasoline. Gases formed in the ree 
fining process and natural gas nay be subjected to treat- 
ment which results in chemical reactions which form gas 
Oline from these gasese S§uch a process is known as "noly- 
flierization" and the product is known as Polynerized 
Gasoline. 

tach of these five types of 
gasoline has its own chemical and physical properties and 
the refiner usually blends them or sone of them into one 
or more conmerical grades depending upon his own iiarket~ 
ing set up- . 

(1) Straight Run Gasoline or Naphtha, has an anti- 
knock value which depends on the nature of the orude oil 
from which it was made. This may be quite high in the 
case of a limited number of crude oils, 70 octane number 
or better, and as low as 30 octane number in a linited 
nunber of other cases. 

(2) Cracked Gasoline, The anti+-knock value of cracked 
gasoline depends on the nature of the crude oils and the 
nature of the cracking process, but mainly on the latter, 


It is usually higher than that of the straight run gasoline 
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from the sane crude and lay range as high as 70 octane 
number and sometimes ag high as 72 or 73 octane number 
but usually does nc exceed 68 or 69 octane number. 

(3) Reforned Gasoline, the anti-knock value of 
refornied gasoline is always higher than that of straight 
run gasoline ana may be made very high, Usually, however, 
the higher the anti-knock value obtained the greater the 
loss in the fom of Bas. 

(4) Natural Gasoline or Absorption Gasoline, the 
Quantity of which is limited by the amount of natural gas 
available, varies in anti~knock valve with the source and 
being extremely volatile is used for blending with other 
gasolines to give them increased volatility. 

(5) Polymerizea Gasoline, is usually of very high 
anti~knock value, 80 ontane number or better, but the 
amount which any refinery can produce ig limited to the 
amount of refinery or natural gases available. 

In practice, there ig a 
wide variation in the procedure which different refiners 
seleot from producing gasoline of high anti-knock value. 
wome comupanios find it is most economical to do as little 
@8 possible of cracking and reforming, thus producing at 
first a gasoline of low anti-knock value and to add there-~ 
to a relatively large amount of fluid. Other refiners 
find it more economical to do nore cracking, reforming and 


polymerizing and to add little or no fluid to the gas- 


oline ° 


High anti-knock values may 
be and are also obtained by the addition to gasoline of 


benzol and alcohol. 
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The Company does not sane 
ufeoture, refine or sell any gasoline. It xanufactures 
the anti-knock fluid and sells the same to licensed re- 
finers to be mixed by the latter with their gasolines 
intending that the treated gasoline shall be used as a 
motor fuel. 

iach applicant for a 
license to manufacture and narket treated gasolines is 
investigated by a representative of the Company. This ine 
vestigation covers the question of business integrity, 
record of the past and probable business continuity, fin- 
ancial responsibility, type and condition of refinery, 


available railroad facilities, distribution methods, 


quality of base gasoline, etc. All acplications for 
licenses to sianufacture and market treated gasolines are 
considered on their own individual merits and the elect- 
ion of the Ethyl Gasohine Corporation to issue or decline 
to issue such license is based on the facts pertaining to 


the individual applicant. 


The Company has licensed 
the following refiners to market treated gasoline in the 


Province cf Alberta. 
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COMPANY 
Anglo+Canadian Oil Company, Limitod The contracts 
operating arglo-Canadian Oils Linited, are, 


Bell Refining Company 

British American Oil Company, Limited 

Canadian Oil Companies, Limited 

Gas and Oil Products, Limited 

Gulf Kefining Company 

licGoll-Frontenac Oil Company, Limited 

North star Oil, Limited 

Shell Oil Co. of British Colunbia, Linited 
and Shell Oil Company 

Shell O11 Company of Canada, Limited 

Etandard Oil Company of British 


Columbia, Limited 


The Texas Company and any and all present 
and future subsidiaries of the 
Texas Corporation 

Transit and Storage Company, acting for 
Imperial Oil, Limited 

Union Oil Company of California 


Union 011 Company of Canada, Limited 
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dR. BLANGHARD: Mire Chairman, we have here 


photostatic copies-<--- 


A would you pardon me for a moment, iur. Blanchard. 
cae Yey? 
A This list was made up in January and I have ore addition 


to make, since that time we have entered into a license 
and sale3 agreement with the Lion Oils,Limited, of Calgary, 


and that should be added to the list. 


Q Yes? 

4 Pardon Me. 

Q As ao matter of fact the Lion Oil Company of CGalgary has 
not yet operated under its license and sales agreement? 

A That is correct but the license is in existence. 

QO And has been executed? 

A Yes. 
wRe BLANCHARD: hire Chairman, I have photo- 
Static copies of all the: licenses and sales agreements 
to refiners that have been listed. JI do not know whether 
Pe Frawley desires me to put them in or put in a stand- 
ard form of agreenent. 
hike FRALEY: If you have then all there 
it would only take a few minutes. 
WIT NESS: AVL buy the Lion, Hrs 
Frawley, and we would be glad to send you that» je made 

this out in January and we forgot to bring it up-to-date. 
Q MR». FRAWLEY: |. ALL right ,) the iest one ais 


with the Anglo-Canadian Oil Company, Limited, operating 
Anglo-Canadian Oils, Limited. 
THE CHALIi.A N: fe will do the same and 


use letters. 


wWRse FRAWLEY: Very well, sir. 
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WITNESS; I aight say that is for the 
non, 
a There is one of each, is there? 
A Yeas 
THE CHATHMAN ; Of course if they are not 


going to be referred to separately they could be put in as 
one Exhibit-, but if they are going to be discussed in 
evidence individually, then they should have separate 
numbers, I sean separate letters. 

iRe FRAWLEY: Yese I think it might per+ 
haps be well, you mean separate letters. | 

THE CHALTKAA N: Yes. 

Mie FRAWLEY: If they are to be referred 

to they should be lettered. 

THi CHALR:AAN: If they are to be referred 

to separately in the evidence thes should then have let-+ 
ters. 

line FRAWLEY: I think they might be. There 
might 2e one or two that we might want to refer to. I only 


see one for this Anglo+vanadian, only the "qQ". 


a The both should be there. 
Mike BLANCHARD: It might have gotten out 
of order. 
WITNESS ; Perhaps I have 1%, no, if 


should be there. 

whe BLANCHARD: Here is the duplicate. 

the BRAWLEY: Yes, this is the 4Anglo- 
Canadian ithyl Contract. 

wiITNESS: It must have been omitted by 


mistake. 
buRe FRA JLEY: Then Exhibit "497" (a) will 
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be sanglo-Canadian Oil Company's Lthyl Contract. 
(aNGLO-CaNADIAN ETHYL CONTRACT 
PRO DUCED AND wWARKED AS EHX- 
HIBIT "497" (a). 
uRe FRAWLEY: Exhibit "497" (b) the Anglo- 
Canadian "Q" Contract. 
(ANGLO-CAWADIAN "Q" CONTRACT 
PRODUCED AND wARKED AS EX- 
HIBIT "497" (pb). 
MR. FRAWLiY: We will take the other 
Alberta companies first, the Gas and Oil Products. I am 


inclined to think what I have here are the "Q'S" but in 


any event the Gas and Oil Products, Linited, "Q" Contract--+ 


MRe ELANCHARD: Here is the Ethyl. 
wRe FRAWLEY: Alleright;. DL wilinouteinatine 


ithyl first, the Gas and O11 Products, Limited, Ethyl Con= 


tract. 
(GAS AND OIL PRODUCTS LIMITED 
ETHYL CONTRACT PRODUCED AND 
IARKED AS EXHIBIT "497" (c). 
tiRe FRAWLEY: The Gas and Oil Products, "Q" 
Contract. 
(GAS AND OIL PRODUSTS "Q" CON- 
TRACT PRODUCED AND p.ARKED AS 
EXHIBIT "497" (q@). 
dWRe FRAWLEY: The Bell nKefining Company, 


Limited, ithyl Contract. 
(BELL kn FINING ETHYL CONTRACT 
PHO DUCED AND waRKED AS EXHIBIT 
Nao te) % 

wike FRAWLEY: The Bell Kkefining Company, 


Limited, "Q" Contract. 
(BELL RuFINING "Q" CONTRACT 
PHODUGED AND i:ARIG@ID AS EXHIBIT 
NAOT NAL Ps 

Re FRAWLEY: The British American Oil 


Company, Limited, Ethyl Contract. 
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(BRITISH AistuRICAN ETHYL CON- 
TRACT PRODUCED AND LARIGD 
AS EXHIBIT "497" (g). 
MRe FRAWLAY: The British American Oil 
Goapany, Limited, "Q@"* Contract. 
(BRITISH AubkICAN "Q" CONTRACT 
PRODUCED AND izARKED EXHIBIT 
w4g7u (h) i 
MRe FRAWLEY: The Shell Company of Canada, 
Limited, Ethyl Contract. 
(SHELL COMPANY OF CANADA 
ETHYL CONTRACT PRODUCED AND 
wARKED EXHIBIT "497" (i). 
iiRe FRAWLEY: The Shell Company of Canada, 
Limited, "Q" Contract. 
(SiitLL COMPANY OF CANADA "Q" 
CONTRACT PHODUCED AND lbARKED 
AS . EXHIBIT? "407 tar ai 
MR. FRAWLEY: The Shell Company of British 
Columbia, Limited, ithyl Contract. 
(SHELL COliPANY OF BRITISH 
COLUiiBIA ETHYL CONTRACT PRO- 
DUCHKD AND .iARKED EXHIBIT 
MAQ7M (ic) % 
MRe FRAWLEY: The Shell Company of British 
Columbia, Linited. "Q" Contract. 
(SHaLL COiMfPANY OF BRITISH 
COLUMBIA "Q" CONTRACT PRO- 
DUGLD AND wARKED AS EXHIBIT 
"497" (1). 
Re FRAWLEY: The McColl-Frontenac Oil 
Company, Limited, Ethyl Contract. 
(iCCOLL-FRONTENAC ETHYL CON+ 
TRACT PRODUCED AND s.ARIGED 
HXHIBIT "497" (m). 
MRe FRAWLEY: The iicColl~-Frontenac Oil 


Company, Limited, "q" Contract. 
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mRe FRAWLAY: 


(:.CCOLL-FRONT HAG "Q" CON+ 
TRACT PRODUCED AND wARIED 
AS EXHIBIT. "497" (n). 


The Texas Company. .Jell 


now I think we will leave that for the last, please. The 


North Star Oil Company, Limited, sthyl Contract. 


LR. FRAWLEY: 


Linited, “Q" Gontract. 


bake BRAWLEY: 


Limited, athyl Contract. 


bine PRAWLEY: 


Limited, "q" Gontract. 


wRe FRAWLEY: 

Re BLANCHARD: 
is only the one. 
bite FRAWLEY: 


Canada, Lthyl Contract. 


iuKe PRAVLEY: 


Galifornia, thy Contract 


(NORTH Sian WEHYL CONTRACT 
PRODUCED AND iARKED EXHIBIT 
"497" (0), 


The North star Oil Company 


(NORTH STAR "Q" CONTRACT 
PRODUCED AND L.ARKED AS EX- 
HIBIT "497" (po) 


The Ganadian Oil Companies, 


(CaliaDIAN OIL PHYL Cone 
TRACT PRODUCED AND siARKKED 
WXHIBIT "497" (q)- 


The Camadian Oil Companies, 


(CANADIAN OIL "Q" CONTRACT 
PRODUCED LND sis RKED WXHTBIT 
M29 Fe re) 

Union Oil Company of VUanada-~- 


That is just an «thyl. there 


The Union Oil Company of 


(UNION OLL ETHYL CONTRACT 
PRODUC GD AND wsLnkiD EXHIBIT 
LPS AAS = 


The Union Oil Company of 


only. 


(UNION OTL COMPANY OF CAL- 
TFORNIA pTHYL CONTRACT PRO- 
DUCED ANR 2 .ARioD aS LAHIBIC 
es AUN Grd Bes 
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whe FRAWLEY: Now we have not got the 
Imperial Qil. 
i.Re BLANCHARD: It is the Transit and 


Storage Company, acting for the Imperial Oil. 

LR « FRAWL EY ; Oh I see, that is their 
license; the Transit and Storage Company acting for 
Imperial Oi1, Limited, Ethyl Contract. 


(TRANSIT AND STORAGE, TsPiRXAL 
OLL, ETHYL CONTRACT PAODUGED 
ALD .AHKED EXHIBIT "497" (uy). 


MRe FRAWLEY: The Transit and Storage 
Company, acting for the Imperial Qil, "Q" Contract. 
(THANSIT AND STORAGE, DiP gkIAL 


OLL, "Q"™ CONTRACT PRODUGED sD 
MARKED EXHIBIT "497" ty), 


mRe FRAWLEY: Then what else have We got? 
he BLENCHARD: The Standard Oil Company of 


British Columbia, Limited. 
NRe FRAWLEY: The Standard Oil Gompany of 
British Columbia, Limited, #thyl Contract. 
(SfaNDanD OIL COMPANY OF 
BKITISH COLUMBIA, BETHYL 
CONTRACT PRODUGCLD AWD sARKGD 
EXHIBIT "497" (W). 
WRe FRAWLEY: The Standard Oil Company of 
British Columbia, Limited, "Wu" Contract. 
(STANDALD OIL COMPANY OF 
BRITISH COLUMBIA, "Q" CON9 
TRACT, PRODUCED AND IiAKTED 
HXHI BIT: "497 Maou 
Wie FRAWL LY: Then the Gulf Refining 
Company, sthyl Contract. 
(GULF REFINING, BIHYL CcOlN~ 


TRACT, PRODUCKD AND 1.ARKBD 
HXHIBIT "497" (y). 


my 
. 


sD 


} 


Se of 
ns 
t ~o 
? fe 


We He Kaley 


md OD 
“Re BLANCHARD: And there was no ¥Q", 
MRe FRAWLEY: Then the Texas Company, 


@ Delaware Corporation, the ithyl Contract. 
(TEXAS COMPANY, #?THYL CON- 
TRACT PHODUCHD AND iwARKED 
EXHIBIT "497" (2). 

MRe FRAWLiY: And the Texas Company, a 

Delaware Corporation, "Q" Contract. 
(TEXAS COMPANY, "a" CONTRACT, 
PRODUCKD «AND siARKED EXHIBIT 
Wa gyw (aa) : 

iRe BLANCHARD: That is all we have until we 


put in the Lion Oils. 


(Go to number 11,680) 
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MR. BLANCHARD: There are some letters and 
specifications that were amending and modifying some of 
the agreements thet were entered into some years ago. 

At present, Mr. Chairman, there is a standard and uniform 
contract to all refiners and these contracts were modified 
from time to time till they have reached the present current 
form that is used and which is uniformly used for all. te 
have vrepared copies of all the amendments made to these 
various contracts to make them uniform.’ They are now 
uniform, the nresent standerd form of contract which we 
WiLL put ins 

MR. FRAULTY: | Then I think this can go in 
as one ixhibit. 

Ma. BLANCHARD: That applies to Ethyl only 
and this is *, . 

MA a RANEY Beni pit) Y498" (ievcataead 
"hetters and Acceptence Forms t.iodifying irovisions of the 
Ethyl Lisense and Sales Agreement(Canadian)Issued Prior to 


date Appesring on the Letter.” 


(DOCUM=NT IN QUESTION IS NO 
MARKED EXHIBIT 498") 


WR. FRAWLEY ; And the next “xhibit is the 
same with respect to the ." contract. 


( DOCU NTS IM QUESTION Axe NO! 
Nome De BLT AOS th) 


You understand, Mr. Zrawley, that these letters aprly to all 
existing contrscts at the time they were sent out. J mean 
by thet none of them apnlied to individual contracts. some 
of these contracts submitted go back as far as ten years. 
Yes? 


And these are the changes that have been made at various tines 


oe : > 
. 
z t= 
ve =e 
3 , 2x 
a 
z 5 
ae oe 


Sz — , 
~ 
s * 
a x ‘ 
Beees ear . 
> 


2 vag UR RESTS ee 
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which bring them up to date. In other words, these old 
contracts with these Changes in those letters make them 
Our standard form of contract which we offer today. 

Q In other words, they are circuler letters? 

A Yes. 

Q They all open "Dear Sir" or ‘Gentlemen’? 

A Thats *olrrect. 

q And they are prepared avplicable to all your contractees, 


but you sent them out separately? 


4 Yes. 

Q THE CHAIRMAN: You have a standard form? 

Q MR. FRAWLEY: You now have a standard form? 

A Yes, Sir. 

Q We willl put-that in. This is just a form’? 

MR. COMMISSIONER LIPSETTE Exhibit "499" is the same in 
reference to "@'‘' Brand? 
MR. FRAWLEY: Yes, that is right. Now, 
Mr. Kaley offers a standard form of agreement for the 
manufacture of Ethyl. 
(DOCUMENT IN QUESTIOM IS NOW 
MARKED TXHIBIT #500" } 
MR. FRAWLEY: And the standard form of 
agreement, the present standard form of thé agreement for 7a 
DOCUM ET IN QUESTION IS NO’; 
MARK@D EXHIBIT "S01" 

a) Does this mean if we wanted to find out merely what these 
provisions were if we look at the two forms, Exhibit "500% 
and #501" we will find out? 

A These are the forms of contract that are currently offered 


right now. 
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THE CHATRM AN: These amending letters 
brought the other contracts up to the point where they 
are just like that? 

Yes" S10 « 

MR. #RAWLEY : So that for simplicity's 
sake if we wanted to know what the British American 


current arrangement with you was, we need only look at 
Pea OU An exept "SOL? 


Thetis correct. 

And not bother looking at the original contract plus 

the amending letters? 

ell, it would save you time to look at that Exhibit "500" 
and Hxhibit "501". Theat is exactly the contract which 

THe rsion O1is Limited hold right now, 

The new one? 

Yes, sir. 

Braver 2500" and at Sous 


Yes, Sir. Because theirs was issued very recently. 


He CHAIRVAN: Theirs is for bovn7y 
Yes. 
MA. FRAILEY: So that really we need 


hardly have the Lion Oil Company's actual contract? 


No. 

The treated gasoline is sold 
in part through wholesale and retail outlets owned by 
Licensed refiners, in part to licensed jobbers for resale 
to retail dealers and consumers and in part to independent 


retail dealers for resale to consumers. 


Gach anplicant for a jobbers’ 


(distributors' ) license is investigated by a representative 
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of the Ethyl Gesoline Corroration. This investication covers 
the question of business integrity and distribution methods. 
The Company has licensed the following jobbers to distribute 
treated gasoline, purchesed from licensed refiners, “hve 
Frovince of f£lberta: 


1100 Oils Limited 
Calgary, alberta 


Maple Leaf Fetroleum Limited 
Calgary, Alberta 


Feter 4. Noullet 
Jasper, Alberta 


Union Oil Company of Canada Limited 
Vancouver, Sritish Colunbia 


Oughton Brothers 
Calgery, Alberta 


Artic Oil Sales Limited 
Lethbridge, Alberta 


Bell Distributing, Comnany Limite 
"dmonton, Alberta 


Crystal Gas anc O11) Products 
Calgary, Alberta 


Boonomy O01] s.uimited 
Calgary, Alberta 


Gas and Oil Froducts Limited 
Calcary, Alberta 


Gold Standard Oils Limited 
Vainwright, +lberta 


Great ‘lest Distributors Limited 
Calgary, Alberta 


Hi-Way Refineries Limited 
Regine, saskatchewan 


Signal Oil Company Limited 
Vancouver, 3ritish Columbia 


Blank forms of refiners’ 


and jobbers' licenses currently offered to applicants are 


submitted - 
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MR. BLaMCHARD: “e have those photo- 

static copies, ir. Chairman, of these jobbers' contractés 
if Mr. Frawley desires to Sut them in, 

MRS FRAWLEY : I would suggsst, Mr. Kaley 
tells me they are all the same, and for my part I would be 
content to put them in as one "“xhibit. 

TH™ CHATR:AN: ALLY ene 


DOCUL ANTS IM €UsSTION SAR 0: 
ipBRR OD Batol soe 


: hr FR ATT WV e ee ; 5 
Q Ps we es Ley ny are they pinned together? 


ere sis one for ithyl and one for?*u"? 


4 ReGen 

a) 29 contracts entered into?with the peuple that Mr. Kaley 
has just Jisted covering in some instances ‘thyl enqg'c" 
and in some’ instances, one of the two products. 

4 Theat is correct. 

q WR. BLANCHARD: Mr. Kaley, ars those in 


conformity with your standard form as used now? 


A Yes ii Gy entinely so. 


So that I think there vould be no purnose in putting 


in the standard forms? 


A ¥ have them here if you want them. But 2 do not see any 


such necessity because these are standard. 


c 


There is no difference as there vas im thevothery 


Sales of treated gasoline 
may be made either by a refinine Licensee or a jobber 
J t 


licensee, by tani: wagon to dealers without the necessity 


Ol, any License agreement between the Sthyl Gasoline 


Corporation and the dealer. 
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At the beginnine of the 
business there wes not as much unovledge of the hazards 
connected with the manufecture, transnortetion and handling 
of the fluid as was subsequently acquired. Because of this 
lack of knowledge, a number of cases of lead poisoning took 
took place.in the manufacturing operation. A medical 
department of the Sthyl Gasoline Corporation was formed to 
study the hazards involved and to set forth a procedure 
which would eliminete such hazerds in the future. A 
Comission was apoointed by the Surgson General of the United 
States to meke a study of the hazards which might be associ- 
ated with the business. The Uompany suspended business for 
one year pending this investigation. The Commission decided 


there were no known hazards to be guarded against provided 


certain recommended rules «nd reuiations of the Surgeon 
Ceneral were carYied out. Th Company's medicel department 


thereafter made rules and regulations embodying those 


recommended by the Surgeon General, and is continuing a 


study of the health problem encomntered in the handling 


of the fluid and treated gasoline. It has formulated 


certain rules and regulations which it pelieves constitute 


the minimum precautionary meesures for the safe hendling, 


transportation, mixing and use of the fluid and the treated 
gasoline. 
In addition to the activities 


of the medical departuent, the Coumnany has established a 


staff of trained engineers who periodically inspect all 


equipment used in the. blending of filuic with gasoline to see 


that such equipment is constructed and maintained in strict 


act 
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accordance with the rules and reguletions of the medical 
devartment. 

otrict adherence to the rules 
and regulations has prevented further accidents, even though 
the quanitity of fluid handled today is infinitely greater 
than when the accidents occurred. Regulations for the hand- 
ling and mixing of fluid have been issued by the medical 
department and conies of the regulations for adding the 
LULA LS gasoline by means of barrel equipment and by means 
of bulk tank equipment are rroduced herewith. 
MR. FRAWLEY: Mr. Kaley offers a booklet 
of regulations for handling Ethyl fluid in tanks, at 
refineries. That is a refinery operation? 
That is right. And tank car is the means of transportation 


in that case, toc. 


MR. BLANCHARD: We sell only to the refiner? 


Tie veLescornreat. 


THE CHALRMAN : A book of regulativuns 


described how? 


MR. FRAWLEY: Regulations for handling ma 


mixing Ethyl fluid in tanks by means of tank equipment. 


(DOCUMENT IN QU#STION IS NOW 
MARKED =XHIBIT 503") 


MR. FRAWLEY: And a booklet “Regulations 


for Handling and Mixing Sthyl Fluid by leans of Barrel 


Squipment." 
MARKEL EXHIBIT "504"} 


The Company dows not sell 


fluid to any persons other than refiners of gasoline. 
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The fluid is shinped from its manufacturing plants 

at Deepwater, New Jersey, and Baton 2oufee, Louisiana. 

The same price is charged for the fluid to all licensed 
refiners irrespective of the amount pruchased. The fluid 
is delivered in specially built tank cars and drums and the 


process of treating g¢asoline with fluid is a mixing process 
at the recsiving point. There the fluid is added to gasoline 
by means of specially designed equinment which accomplishes 
the unloading and mixing operetion (through a closed system 
in the case of bulk tyne equinment fcr receivine tank cars) 
entirely by vacuun. 


The buildirg and equipment 


constituting the slant at which the fluid is unloaded, 


+1 


handled and mixed by the refiners with gesolire is required 
by the Comneny to be built in strict compliance nity Dlue= 


prints issued by it- 


I would like to submit blueprints end syecifications for 


the two types of equipment. 


MR. BLANCEARD: The proper order would be 


tank installation and then the drums. 


Ree, lea aes § This is numbered as Number 4250 


Meigh Tank Installation”. That is the installation? 


And then there are the plans. 
These are blueprints and specifications covering the tenk 


types which as you have GSOLTLDESD sowie ore OS WALL pute in 


as “xhibit °’505". It relates to the handling and mixing 


by means of tank equinment which is xd bit “ome 


Yes. 
(BLUTPRINTS BTC. AR Mow 
MARKED “XHISIT W5OH* ) 
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Mr. i:aley, you describe it? 


They are blueprints and construction details for 


constructing and installation of the tank type. 

lor refineries? 

Yes. 

And this is the same thing, blueprints and construction 
GSUG TOV see esss c+ cof 

MR. BLANCHARD: I do not think there is 
any construction data there, is there? 

iVetoecuve, taeh> On the Front. 

I beg pardon? 

MR. SRAWLEY: For the drum installation 
plant. It relates to @xhibit "504" Regulations for Handling 
and Mixing Ethyl Fluid by Means of Barrel Equipment. 


{ BLUEPRINTS ETC. ARE NOW 
MARKED EXHIBIT *506") 


Then Mr.Kaley offers a folder containing five photographs 


of the tank installation. 


(PHOTOGRAPHS IN QUESTION 
ARE NOW MARKED EXHIBIT "507" } 


MR. FRAWLEY : and another folder containing 


five photographs of drum installation. 


(PHOTOGRAPHS IN QUESTION ARE 
NOW MARKED EXHIBIT "508" } 


All important fittings for 
handling fluid are furnished by the Company, thus eliminat- 


ing the use of non-standard parts and insuring use of safe 


and proper fittings by the refiner. 


The 8,500 gallon and the 


4250 gallon bulk ty>ve mixing installations are sold to 


refining licensees at 4 cost of $1,900 and »1,400 respect- 
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Avely..-Insoffering\ them:at this price, the Ethyl 
Gasolire Corporation absorbs a proportion of their 
actual cost. In the case of drum installations, the Company 
supplies, without cost, the educator assembly to the refinery. 
The refiners bear all construction expenses with either type 
of installation. It is difficult to give any construction 
and equipment estimate because this depends on varying 
local conditions, cost of equipment, labor and other vari- 
ables. However, a fair average cost for building and eguip- 
ping (exclusive of the tankage or pipe lines necessary) 
the barrel type plant is #3,500 and for the 4,250 gallon 
bulk tyve plant is $8,500. 

The equipment of the 
refiner for mixing the fluid with gasoline must be approved 
by field engineers and the medical department of the Ethyl 
Gasolire Corvoration,. The operators of the equipment are 
carefully selected and thoroughly trained in the handling 
of the fluid. The mixing of fluid with gasoline represents 
the greatest potential hazard, and because of this, the 
Ethyl Gasoline Corporation insists on adequate equipment and 
makes sure, to the best of its ability, that this equipment 


is operated exactly in accordance with the letter and the 


spirit of the rules and regulations. 

pubatiea mixing the fluid with 
gasoline can be accomplished with greater safety by using 
the bulk tyne equinment, and also because it is believed 
that there is:less transportation hazard in the handling 
of a single container of Clute. the Ethyl Gasoline 
non has endeavored to have refiners take delivery 


Corporat 


of the fluid in tank cars. However, where the fluid 
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requirements are small, it is impracticable to do this and 
in such cases shipment is made in 55-gallon drums. The 
railroad authorities have estarlished a standard freight 
rate for the transportation of fluid. It may be shipnred 

in sealed box cars providing a minimum of sixteen drums 

is carried. Under nv circumstances may fluid be shipved in 
reilroad cars containing any other commodity. 

Specifications contained in 
the contracts cf refining licensees orovide for the main-~ 
tenance of certain high qualities in treated gasolines. The 
minimum octane number for sasoline treated with Ethyl fluid 
(Ethyl gasoline) is 78 octane number. There is no minimum 
anti~knock specification for gasoline treated with "3" fluid 
(non-premium gasoline). In practice, the anti-knock quality 
of uthyl gasoline ranges from 78 to 81 octane number and the 
anti-knock quality of non-nremium treated gasoline is 70-72 
octané number. The Ethyl Gasoline Cornoration maintains 
a number of testing laboratories to insure the maintenance 
of high quality Uthyl gasolines. 

All pumps through which treated 
gasoline is sold must display a notice which reads as follows: 

"For Use 4s a Motor fuel Only 
CONTAING LEAD 
(Tetraethyl)"™ 
MR, FRAWLEY: Do I understand this plate, 
this plate with the following 


which will be Exhibit "509", 


words upon it "For Use As a Motor Fuel Only. Contains Lead, 


Tetraethyl. Made in U. S. &.", dol understand the same 


plate goes on the "@" pump as well as the @thyl pump? 
They are inter-changeable. 


(PLATS IN QUESTION IS NOW 
MARKED FXRIBIT <'509" ) 


A It may be placed on either. 


- a : 
c . 
. . oe 


2 > a a 
r 
‘ ve 
. 
= 7 
ws 
c pe 
. = “ 
‘ i 
Ye ~ ris . a fA 
& A eae, 
ee ot 
- a) 1 ‘ ‘ 
Fs. < 
é 4 
co : : 
. 7 Ace = 
Loa 
( = wh rae) 
4 2 , 
iS : 
= . 
- shiek 
f at 
e 
o = : 
. = 
= ‘ 


on 


T=1 
11 oa hia ple 


Te ts Kaley 


q Your instructions are, of course, that these plates be 
placed on those ~unips? 

és Yes, Sir. Any pump through which treated gasoline is sold. 

In the case of Island pumps, thet is where e car may 

approach a pump from either side, it should be placed on 


both sides facing the driver. 


q Facing the driver of the car? 

A That is correct. 

4) PoebumNGueprimeriy so that the vendtr won't sell iv for 
clothes cleaning purposes and that sort of thing? 

A The is correct. But in these specifications 4S I recall 
reading them the Surgeon General said that that should 
be placed on the side facing the car and should be placed 
between 4 and 5 feet above ground so as to reach the eye 
level of the driver. 

Q, It is both a warning and an invitiation, is it*® Tiey ou 
were placing it so that the driver could see it ,- why do 
you think the Surgeon General would dotthat?) (Jedognoy 
suppose he would be very much concerned with how much 
you were going to sell? 

A Not at all. It was a warning not to use it for cleaning 
and that sort of thing. 

Q MR. COMMISSIGNER LIPSETT: Does that notice go up 


on both numps, the °]’ pump and the Sthyl pump? 


A ¥OS:, O10 
The Ethyl Gasoline 
Corporation has a trademark, the main part oi which is the 


word *sthyl” and this trademerk is used for “thyl gasoline 


and the Company has, by the quality of the product sold as 
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Ethyl gasoline, built up a renutetion for high quality 
gasoline end has acquired a goodwill which is of the 
greatest imnortanae to the maintenance of its business. 
wach pump through which @thyl gasoline is sold must 
display the tredemark of the Uthyl Gasoline Gorporation. 
MR. BLANCEARD: I do not know, Mr. Chairman, 
whether Mr. Frawley desires to put in the trademark or not. 
MR. FRAWLEY: OD. VOU NaN Swipenchel aye aunts 
MR. BLANCHARD: We have ong there that 
shows the design. 
MR. PRAWLEY: We are making a pretty 
complete job of putting in everything you have. That 
might as well go in if they are not too voluminous. 
MR. BLANCHARD: They are photostatic copy. 
A They are all our trademarks. We have certain ones with 


just the word "Ethyl" and then again with the trademerk 


design. 

Q MR. FRAWLEY: “ethyl Gas, vou Mocruot 
use that now? 

A No. Some of them are old. 


Pick out your current trademark. 


MR. BLANCHARD: If we put in that sheet. 
MR. FRALEY: Yes, and Mr. Kaley says 


that is his trademark “e might call this your eurrent 


and princival trademark? 


A VOS jal hs 
This will do, I think. 


A That is the best one. 


MR. FRAWLEY: Mr. Kaley offers a photo- 


static copy of the registration of the current and principal 
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Sthyl trademark? 


A Meat is correct. 


(DOCUMENT IN GUZSTION IS Now 
MARK=D TXHIBIT #510) 


The Sthyl Gasoline Corpora- 


tion does not keep records of the premium cherged for Uthyl 


gesoline 


fact thet premium differentials vary. 


thet the general premium for “thyl gasoline over regular 
gesOline at the following vlaces is as follows: ; 

All of these Canadian points 
will be in Canadian gallons, and I might interject the fact 
too that these figures were given to us in January. They 
might heve changcd by now. 

palifax Imperial Gallons 2 cents 
Montreal ” " 2s tt 
Toronto H i B a es 
Winnipeg i" i eit 
Regina i 25 " 
Calgary " eeu 
fdmont on A * Bae 
Vancouver y : a 1a Ae 

The United States figures 
are given in U. S. gallons. 

Seattle United States Gallons 3 " 
San francisco A Z : 3 i 
Spokane . a Ue! is) us 
Chicago . . . ta a 
Minneepolis : 2 Wd 
Detroit . Wl. MY 2 i 
New York City 4 y is " 


at various points, however, 


Observation indicates 


it is cognizant of ths 
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New Orleans United States Gallons 2 cents 


Da llas +? q ” 2 - 
Denver if ”? " © ms 
Great Falls 1 it fe 5 P 


The "thyl Gesoline Cor pora- 
tion has no control, nor does it influence the prices for 
treated gasolires charged by the refiner, the JObReEr sor 
the retailer. 

It. is not the policy of the 
company to issue licenses to United States refiners to 
export gasoline treated with fluid into Alberta. WNany 
requests for such licenses have been denied. The only 
exceptions to this nolicy have been mede where United 
otates refiners have affiliated or subsidiary companies 
in Canade, through which the treated casoline is sold. 

MR. BLANCHARD: Mr. Chairman and Mr. f'rawley, 
there is a booklet, a guide book, which is published by the 
Carporation and may be useful to the Commission in furnish- 
ing cuts and showing the internal combustion chambers and 
describing a number of the matters that have been mentioned. 
MR. FRAWLUY: Yes, I will be glad to 

have that. This is a bcoklet entitled "Snarks, Octanes 

and Performance”, a guide book for the man who wants to get 
the most from modern automobiles and fuels. 


{ BOOKLET IN .UaSTION IS MOW 
Peek ELE oie) 


MR. BLANCHARD: Mr. Kaley, in reading some 


of the evidence I have noticed frequent reference ‘~ the 
term ‘Octane number’, but I have not seen it defined 


anywhere. ‘Would you give the Board a definition of that term? 
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MR. FRAVLEY: I heard Doctor Brown 
define it in Ottawa one day, and he did it in 15 minutes 
without stopping. 
A Tecamecosit fester then thet, but probably not as well, 
iir. Frawley. 


MR. BLANCHARD: wos 


& 


Q The term cctane number is merely a yard-stick for 
measuring the anti-~knock value of gasoline. I might 
say it cane into being about 1931 or 1932 because of the 
fect that refiners had no way of setting up reference 
fuel which would be just as gvuod today and ten years 
fromynow.,.in:other words, they did not have a supply 
of chemically pure products which when combined would 
give a certain anti-knock value. For that reason, the 
octane number scale was discovered and consists of a 
mixture of iso-octane and normal heptane. Now iso-octane 
is a very good anti-knock material. It is practically 
without knock. Normal heptane is a bad knocker, or a bad 
knocking material. <A combination of these two will give 
a fuel of a certain anti-knock value which can probably 
best be described by example. If we had 70% iso-octane 
and 30% normal henptanne, ve have a resultant fuel which 
would be 70 octane number. Now if we had a gasoline which 
when operated on a knock-testing engine was just equal in 
Bra elenioe ie value to this combination of the two, that 
gasoline would be 70 octane number. 


Q Y think that is described on Page 21 of that booklet, 


Mr. Chairman. 


(Go to Page 11,696) 
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q Now will you describe what is meant by comprassion ratio, 


I think it was shown in the figure as being --- 

2 Compression ratio of an automobile is the ratio of the 
volume within the combustion chambor. when the piston 
is at bottom, dead centre, when the greatest amount 
of volume is available in the combustion chamber to 
the point, or to the volume when the piston is at top, 
dead centre. If when the piston is at the bottom we 
have a volumo of, lot us say, 5 pints, but when the 
piston is at top, dead centre, the charge has been 
squeezed to one pint, we will say. we have a 5 to l 
compression ratio. 

Q I think that is described on Page 11 with the diagrans, 
Mr. Chairman. Mr. Kaley, will you deseribe the relation 
of low octane and high octane gasolines in motor perform- 
ance and why a relatively high octane gasoline is 
required to efficiently operate a high compression 
engine? 

4 When gasoline is burned in an internal combustion engine, 
certain gasolines have a tendency to burn too Yapldly; 
for instance, when the charge is condensed in the 
combustion chamber and ignited by the spark plug , 
the fuel tends to burn quickly in all directions from 
the spark plug ; as it burns across the combustion 
chambor it sets up a very high pressure and of course the 
temperature rises at the same time. This burning causes 
very high pressure and temperature, high temperature, 
in the unburned portion. Now when a gasoline is of 
low anti-knock value there is something about it, and it 


never has been satisfactorily explained, that causes that 
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gasoline to break down behind the flame front and to 
explode or burn very rapidly of its own volition. 

Now that is knock. It sets up very high pressure 
waves at that time and they beat against the top of 
the piston, the sides of the combustion chamber and 
that is what we hear and call "knock", Not’ when that 
is taking place the energy from the gesoline and from 
the hit produced, or from the hit produced by the 
gasoline, gives the impulse to the piston on its 
power stroke as a blow, a hammer-like blow. low 

tet us turn to a higher anti-knock fuel, the samo 
conditions occur up to the time of ignition but we 
have e steady burning across the combustion chambor 
without any spontaneous burning at the opposite end, 
setting up no pressure waves, therefore the energy 
from it, from the gasoline, applies itself to the 
piston in a steady push throughout the greater distance 
of piston travel; those are a semi-technical explana- 
tiOreOr it. If you would like to think about it in 
evary day terms it is always easier td move anything 
by pushing it than to hit it a blow. 

I suppose when this detonation takes place in the 
combustion chamber that there is a loss of pover and 
efficiency anc eventual damage to the parts that are 
affected by that explosive force? 

4 severe dotonation raises the temperature above normal; 


it wastos power because it is applied in an inefficient 


manner to the piston; severe detonation is very harmful 


to spark plugs, it may crack the porcelain end it is 
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harmful to what you might Say is the receiving end 

of the blow, the bearings, the crank-shaft bearings, 

the connecting rod bearings and su forth. 

Can adjustments be made to the engine, for instance in 
the timing, the carburetor, by retarding the spark, to 
overcome a knock of that kind without using a high 
oetane gas? 

Yese 

That can be done? 

Yos, by retarding the spark one ean vory easily eliminate 
the knock tondency of the gasoline but at the expense of 
losing power, performance, efficiency; nov’ that is 
very easily described. If we recognize that ignition 
should take place just before the piston roaches its 
uppermost point, I say just before, because the gasoline 
must have a little time to burn and theoretically the 
time that the power should be applied to the top of the 
piston is just at the point when it begins to push down. 
Now if we retard the spark we may retard it to a point 
after the piston has reached its uppermost point and 


started down and consequently if our available space of 


the combustion chamber is larger we do not get the same 
knock. However, I would liken it to pushing a swing, 


The proper time to push somebody rising on a sving would 
be on the far point of the arc; in other words, when 
the swing reaches its end of the arc that is the time to 
exert the pressure back and if you wait until the sving 
reaches the end of the arc and startsdown, you have lost 
a certain amount of the energy or the force whieh you 


Should put into it. Thet, I believe, explains that. 
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Q Yese Wow you mentioned in yuur statement, high octene 
gasoline ean be produced by intensive cracking and you 
also mentioned tke addition of benzoil or alcohol to 
affect the octane rate, to raise it, (cen you tell tne 
Commission the percentage of gasoline sold in the United 
—tates and Canada that is treated by lead? 

| The percentage of dmestie consumption, and when I say 
"domestic" I mean the United States and Canada, is about 
60% treated vith lead, that is either Ethyl fluid or 
Mayr Tr lois to break this down a little further, about 
72% of the gasoline sold in the United States and Canada 
is treated with "Q" fluid and around 8% treated with 
ithyl fluid. 

Q Is thers any difference in the tetraethyl lead that is 
used in the Ethyl brand of gasoline and tho "Q" brand of 
gasoline? 

A There is absolutely no difference in the two fluids, 
as far -as their octane ingredients are concerned. There 
is a difference in the dye, which is red for Bthyl, 
premium gasoline, and any other staining color selected 
by the refiner for his non-premium leaded gasoline. 

The reason for our naming the two fluids, one sthyl anda 

one "{ " was merely to differentiate the types of gasoline 
which they should be used in, Ethyl in the premium gasoline 
and "Q" in the non-premium. 

Q THE CHALRMAN: But your product is just the 
same? 


YeSe 


Q MR. BLANCHARD: ixeept as to the dyes? 
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& Bxcept as to the dyes. aS a matter of fect, we ship 
the fluid out and they make both grades of gasoline by 
the same fluid but adding the red dye for their Ethyl. 

Q MAJOR LIPSETT: It is a mattor then just 
of the quantity of ethyl which is used? 

A The quantity depends, lr. Commissioner, on what you 
start with. You have a certain grade of gasoline to 
start and you use the quantity tn reach the desired 
result. Now you might have to add as much as tro or 
three c.c.'s to a gasoline because it had a certain 
quality of base stoek to start vith. You might only 
have to add a half a cubic centimeter tp reach the 
Same point with another gasoline. 

Q But with the seme crude, take tho Imperial or the 
British american here in Gelgary, the difference between 
the standard gesoline thet they produce and the uhtyl 
gasoline that they produce, is it just in the extra 
quantity of Ethyl fluid that is put in the fthyl gasoline? 

3 Well I think there are several points of difference there. 
I do not know offhand how much lead they put in but I 
believe what you have in mind is, does the Ethyl necessarily 


contain more fluid than the non-premium. 


Q Yess 

4 Is that right? 

& Yese 

4 The answer is that it does not necessarily contain more 


because you must teke into consideration the quality of 
the base gasoline you start with; as an example, if we 
were going to make a 70 octane number gasoline out of a 


base stock which was, let us say 50 or 55 octane number, 
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and this is merely an assumption beceuse we cannot say 
how much lead vould be necessary without going to the 
enti-knock testing engines, but let us suppose that 
required maybe 3 cubic centimeters of lead. You would 
have used then 3 cubic centimeters of lead to arrive at 
the 70 octsne number but let us suppose you start with 

a 65 octane number and you vant to make 78 Ethyl, you 
might only use 1% to 2 cubic centimeters of lead to 

reach that point of 78; therefore you would have to 
gasolines, a non-premium contsining 3 ec.c's of lead 

but only 70 octane number, ac contrasted to the #thyl 
only conteining 2, but 78 octene number, so it is 

all @ question of what the quality is you start vith, 

of the bace gesoline, end what you want to arrive at as 
the finished product. Do I make myself clear? 

Yes, but supposing you started vith a 65 octane? 

Yes. 

Primary product? 

Yes. 

And you decided you wanted to bring that to 72 and also to 
78 for tvo different products, is that then just a question 
of the extra Ethyl fluid to bring it to the 78 as distinct 
from the 78? 

Yes, that is correct. That vioould be the case there, you 
Would use a lesser amount, just enough to zet the 72 as 
compared to enough to get you up to 78; what I vas 
explaining in that example is really an outside case. 
Usually you put more lead in to arrive at Ethyl gesoline 


than you do to arrive at the red-treated gesoline. Asa 


: Sad 


mr 
Ni 


Ca -- 5 ‘ “ 2 ; : “a “= of : * a i : 
; aa 5 > She, pe i ¥ 
ise ms % By : ‘ 7 - ( x ; as + , * 
é = 3 Poon : = = és, ee . ae z = s ria 
‘ a 4 4 5 : ‘. Sy . at ee 
5 > t oa : ae 4 2 
= : : 


4 ; bee 
s: . “age d me 
< < . c. 7 - ity . a a ae Je 
a ie =; 
‘Y 1 ty _—_ 
. es ‘ ex ““f = as 
. a! = 4 5, Fa, _— awe 
: ee - a : 7 ei Is 
._ 3 ot _— ‘ - 
my - . ‘ - E = 
5 F -* “== * as 
3 ote es : : Fa 
: aes 4 : Ta 2. 
: 2 wed = : a : 
: : , : iS = ‘ * ob 2 ar a 
; ae Lead ? 2 < ; ss ‘ ¥ ‘ any Ae 
= tats = oe « Le s aA = a 5 
4 ie : is “- : ee = , - 
teas P PK ! . aS: E : = 
Le _ ear = 2 Naw =: - S = 
aS ne a cra : 
ee : a aes é e - SH i 
t r *, . ns . , 
t 3 x a F te ; : : ; © d i 
: e i EF a - 2 ; 
2 : a ste, 83 : : ; ; e 
: : ; a a, ae “aig ‘ = 
how et pe ea a Fe ed 
ae G Ma hs eo is = 
< et - = , 2 ; B 
ae . > —s es z s8 helt 
3 - 7 ae : = es - . 
; es a ‘ oe oer ee =e. 
z . = a Pe 5 ae 
oa re s - Be s é 
4 : =s v! = - a &, = = 
" be = Baa SA ae cS &. = in 
: : &, 2 + + os oes = + aoe ie 
e : : - . ate! = eas 4 
ia 4 we > aan * ; Pe ig ‘3 ; =e f 
: dee Fe ‘ on a 4 i x 
: me 35 ? i E: 2 ee 2S 
rE > i . < Fe a i : 
Bo F ae) ts 3G me = ae Bes te = i we 
é S : os ae a8 a = 3 “ + ss c , 
: Z : : - ee H : : : , : : 
3 € a ht = SS A 
ts = = . Cg! =< a J. A = i ‘ 3 ‘ 
qaak 3 2 aa he tig 
E . = As pues ie = ae es = 
2 , b» f 2 os. 2 . 
rs ws - £ « vos gata 
—. . . ee = =; y a 
a7 : ai = * oe i 
= 3 . : Eh a 
. ¥ as ue 4 
: ae : : ~ 5 i 
7 ‘ ras, — 
oe ae 
o> S23 


~ 11.702 - 


matter of fact our fluid lead content for Ethyl premium 
gasoline for the United Ststes and Canada is about 2.52 
cuble centimeters of lead per Uc S. Gallon; for lead 
hoh~premium it is about .9 cubic centimeters per gallon, 
SO you Gan see for Ethyl it takes almost three times 

as much lead. 

That is assuming the same Start-off point? 

That is the average of all gasolines in the Unitea States 
and Canada, .9 for hon-premium and 2.5 for premium. 
MAJOR LIPSETT: Thank youe 

MR. BLANCHsRD: Now, is there any limitation 
on the quantity of leed that is pormitted to be used in 
treating gasoline? 

3 cubic coentimetors of lead per gallon for the U. S- gallon; 
566 cubic ¢entimetors for the Imperial gallon. 

And no more leed than that can be used in treating the 
gasoline? 

That is correct. 

So that if the 3.6 cubic centimeters of lead applied-a, 
certain gasoline does not bring you up to ths octane 
number you are trying to reach, why nothing can be done 
about it except to change your base stock? 

That is correct. 

MAJOR LIPSETT: That chemical factor has nothing 
to do with Government regulations, has 1%? 

Not so far as your Canadian Government is concerned. Tt 
SO happens, and I will try to be brief about this, it so 
happens that at the time the investigation was made in 


the States, fluid costs, that is Ethyl fluid cost 1 cent 
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per cubic centimeter and 3 cubic centimeters was used 
largely from the economic factor, that they got 3 
cents a gallon for it, that is over and above the price 
for ordinary fuel so that at the time the investigetion 
was made by the Surgeon General the only thing they had 
to work with was gesolines which contsined 3 ec. a.'s 

of lead and so for that reesun they came beck and gave 
us a G@lean bill of health on the sale of the products 
and they said "it would be perfectly all right for you 
to go ahead and sell it so long as you hold to the 
maximum of 3 cubic centimeters of lead". Now that 
might have been more or it might have been less but it 
just so happened that their controls had been viorking 
with gasolines containing 3 ec. ce. 's of lead and they 
found them to be all right, so they seid "all rent" 
stay with this 2 c.c. 's of lead". 

THE CHAIRMAN: You were speaking of what 
was usual in the United States, comparing the Ethyl 
premium gasoline with the "q&" brand? 

I said the average for both the United Stetes and Canada 
Was Geo GO. 0. 'S for the U. S. gallon in "G" end in 
Ethyl 2.5. 

MR. BLANCHARD: “ould it be correct to say 
that in the main the base stock of the Ethyl gasoline 
is of higher quality than the base stock used for "QO"? 
Generally speaking the base stock for Ethyl gasoline is 
not only higher in anti-knock value to start with, before 


eany lead is added, but usually it is a better gasoline 


from other points of view also. It is usually moze volatile 
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and by that I mean it will vaporize easily, it should 
start your car a little easier in the winter times it 
never contains harmful sulphur or gum which you might 
find in the lower grades of gasoline; it never has 
too high a vapor pressure which might bring about 
conditions of vapor-lock in the carburetor, so that it 
usually is qa botter, all round gasoline to start with 
before the fluid is added to it. 

Q Yose Wow who determinos, whon you are selling toa 
refiner, who determines what quantity of lead should 
be used in the treatment of a certain specific gasoline; 
as I understand it the gasoline base, the straight run 
gasoline is different in different fields and even 
different in the seme field, how do you detormine how 
much lead is to be used in any particular gasoline? 

4 ell first, Mr. Blanchard, you must differentiate between 
the two, the leaded and so-called "Q" gasoline. 


Yes? 


i>) 


A In the case of Ethyl, the refiner sends us a sample of 
his baso gesoline; we first test it for what we might 
call the non-anti-knock properties such as distillation, 
gum content, sulphur content, vepor pressure and so on; 
then we test the gasoline for anti-knock and determine 
the amount of tetrsethyl lead necossary to bring it up 
to owr minimum specifications and we advise the refiner 
of the amount necessary and he adds it; then he makes 
the gasoline, or adds the fluid to the gasoline and sends 
uS a sample and which we rate again and determine that he 


1s putting in at least the amount of lead that we told him 
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to, becsuse he might &0 over or ebove our minimum 
specifications. 

Kor as to the "Q" we, I 
must say, are not that particular. Our trademark-is~ 
not assoclated ~"1lth the-so-called "Q" brand gasoline 
and we do not ask the refiners to send samples for our 
check. We have specified that right in our contract, 
howevor, that if we find such gesolines to be high in 
Sulphur or gum and we receive complaints we een ask the 
refiner to send in his samples for our approval but in 
practice we do not do it. 

Q So that in the case of "9" you do not exercise that 
Provision of your contrect whereby you are entitled to 
Samples, unless you heve some resson for it or some 
complaint? 

A The only eheck we make on "Q" is what we eall "field 
Samples", that is those picked up by our representatives. 
At service stations? 

A 4t service stations or bulk plants or places of that sort 
and if we find that a refiner's samples run consistently 
we will say high in sulphur. let us sey, then we would 
proceed with our other method. you see. 

Q You would go back to your contract? 

We would go back to our contract and ask him to eut 
down on his sulphur. 

Q Now why do you license, why do you sell only to licensed 
rofiners, why do you require a license? 

4a “@ license refiners bécause ours is not only a sales 
Contract but we ask the refiner to join with us in 


carrying out rules and regulations which must be adhered to 
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for safety, we ask him to Join with us in manufac turing 
and marketing quality produets and to see that his agents 
down the line, whether they be jobbers or dealers, use 
their best efforts to uphold quality. 

It is the duty of the refiner then under his license, in 
order to retain his license, to follow the product? 

Yes 

vhen it goes into the hands of the licensed jobber? 

He should follow it to the ultimate consumor. 

4nd he is bound to see that these rules and resulations 
as to handling by the jobber and the service stations 
are rigidly adhered to? 

“811 he agrees to do it. I eannot say that all of them 
fulfill that oblige tion any too well. 

That is a protection not only to the zood will of your 
company but also to the purcheser of the sesoline? 

That is correct. 

Et has a tvofold boaring? 

Yes, 

Now you license, a refiner een only sell to lieensed 
jobbers as I understand it? 

Yes. 

Or licensed retailers? 

Licensed jobbers, 

Licensed jobber retailers? 

Or jobber retailers who purchase in large quantities such 
as tank cars. 

You are speaking now of jobber retailers? 
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& Perhaps ve had better speak of the wholesaler as a 
Jobber or 2 wholesaler? 

4 Jobber or wholesaler. Your wholesaler is a man who 
buys in bulk quantities such as tank cers or in some 
eceses maybe barges. Of course, you have no barges up 
here, but tank cars, larse cuentities, and resells the 
gesolines either through his own stations or dealers 
or beth. 

Q Yes, a jobber, you do not sell to the jobber at all? 

3 No, sir, 

e& But the jobber must purchese from a refiner-who is 
licensed? 

Yess 

Q 5nd over whem you have some control as to the way the 
produet is mixed and its treatment? 

3 Vese 

Q Its quality? 

& YOSe 

Q And so forth? 

ve Yes, 

q snd then the jobber or wholesaler on his part undertakes 
under his license to see that your patented article is 
distributed by the service station distributor? 

da Yes, 

Q Under the concitions that you impose? 


Yese You will note from the copies of the jobbers’ 
licenses which have been submitted that the jobber agrees 
really to just do two things, he agrees to, at his own 


Station, to see that these warning sins are properly 
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placed on pumps; in the case of Ethyl that tho trade- 
mark is properly placed and the only other thing that 
he will not dilute or allow it to be diluted by any 
of his resellers. 

Q That he will not sell strsight run gasoline as a leaded 
gasoline? 


b That he vill neither dilute nor substitute. 


(Go to page 11,709 ) 
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W. Kaley. 


MR. COMMISSIONER LIPSETT: I was going to ask before you 
finish that you take us through a specimen of the different 


contracts that have been put in. 


MR. FRAWLEY: Yes, I was going to ask that. 
MR. BLANCHARD: Mr. Frawley will deal with that, 


Iwas just trying to make a general presentation. 

You have already stated in your statement the considera- 
tions that are taken into account in granting licences? 
Yés. 

Has any refiner or jobber any exclusive licence in any 
territory? 

There are no exclusive lisences in existence to-day; 

we had a few in the States and I think in (Canada. Our 
original licence with the Imperial Oil Company was 
exclusive for a very short time. But there have been no 
exclusive licences since - I am almost positive: on this 
date - since March, LIB o s 

Now, have any applications for refiners’ or jobbers’ 
licences in Alberta been refused? 

No, Sir. We have issued a licence to every applicant 
LOY licence, both PeLlner Tandy Opber . 


And that is for the territory in Alberta? 


And in some cases for part of Saskatchewan? 

Yes, Sir. Where there might be an overlap and somebody 
marketing in Saskatchewan. 

Western Saskatchewan? 

Yes, and I would not be surprised but what the same thing 
might hold true of British Columbia. There might be a 


Little overlapping. 
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Havin faley. 
Have you ever cance’led any refiners’ or Jobbers' licences 
in this «rovince? 
NO ont. = Might amend that. The answer is we have never 
cancelied. There have been some peo :le who held licences: 
Aine the seca 01) (2 nefining Company, for instance. 
They more or less lapsed? | 
No, they were taken over by one of the other refiners, ldo 
not know “hich. 
That is not what I meant. “ut whether you cancelled for 
cause or otherwise? 
No, we have never cancelled, either for cause or without 
cause. 
Do you charge any royalty in connection with the licences 
granted? 
None whatsoever. “se sel. the lead for both “Othyl and 
leaded regular gasoline at the same orice, which is .26 
per cubic centimeter of lead. 
That is 26/190 of a cent per cubic centimeter? 
LOS. aos. 
Dieu A tee y. Mr. Nolan says how much is that 
in money? 
fi, -oeuual ver of avcent. 
i ST ANOCHARD: Assuming you were using 
O0Gssu6 So Wn mixture - you haves told us that the average, 
I think, in making ithyl was 2.7 
Sede Fue averase Tor Lthyl. 
That is cubic centimeters? 
Yes. 


Assuming 3 cubie centimeters was being used in a gallon of 


gasoline? 
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Of treatment, that then would be -(o eenta? 

165, Ors 

For gasoline treated with 3 eubia centimeters? 

Yes. 

78/100 of a cent is the cost of the lead? 

Yes, Sir: 

F. Oo. be. where? 

The case of tank car Shipments,that wou’d be the laid 
down price, or rather here it would he the freight 
prepaid price to destination. 

In other words, there is no freight charge on----- 

Tank cars. 

Tank cars? 

Yes, 

In tank ear quantities. But in barrels or drum quantities? 
Drum quantities, the licencee pays his own freight from 
Our point: 

Can you tell the Commission what the freight amounts to 
per cubic centimeter, so that we can keep it on the cubic 
centimeter basis? 

I think on the way we figure that---- 

THE CHAIRMAN: You will eventually come to 
Inperial galloas and it will be simpler? 

I can change all those. Lam just used to talking in 
We ae), SAVORS, 

What I would like to see is that you take som: given 
gasoline of a certain octane number, Premium gasoline, 
and ascertain what it costs with the lead added per gallon? 
MR, FRAWLEY: Yes. 


THE CHATRifaN: That is simple. 
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H. WW. Kaley. 
MR. BoANCHARD: tI think we will have to take 
two cases, perhaps, of what it would cost fOr 2, OL 
refinery that takes tank ear lots, Sie what it would cost 
the smaller one that has to pay the freight in drums. 
THE CHATRMAlM: Yes, I think we should have a 
general idea of what is increasing the cost pcr gallon. 
MR. FRALEY : Yould you not have to know the 
Imperial operation and the British american operation 
and the other two small refineries! operation. Wouldn't 
you have to know what the base start of imperiaizae 2or 
making their 3 Star and their Esso? 
I have to know the lead content that they use. 
That they are putting into the market? 
Yes. 
If you knew that you would work back and wouldn't you also 
have to know the octane number of the base stock? 
No, I do not care about that. all I want to know is the 
amount of lead that they put in the gasoline. 
Mmto the two gsasolines? 
TH: CHATRMAaAN: To sive a given octane number? 
Yes. 
When you know that you know how much that company's 
product has increased by the use of lead? 


MR. FRALEY: Yes, they would know how mach 


precisely the lead in it cost? 


Yes. 

THe CHAIRMAN: You do not care about the base. 
iis 138 8 poor base it will take more lead to bring it 

up to the right octane number? 

Yes. 


But given any octane number then of any siven gasolire the 
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ator 
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He Je Kaley. 
amount of lead will vary? 
MR. FRAWLEY: The Imperial Oil Company in 
order to put athyl gasoline on the market has to bring 
California Straight run from Vancouver to set the base 
Stock up to about 65 and then they add lead to take their 
78 about Esso? 
I see. 
They hs ve not got to do that for 3 Star, but as I gee now, 
that is of no consequence to you? 
No, all I know is the lead content and Tf can tell you how 
much---- 
MR. BLANCHARD: Ye will know then how much your 
corporation receives for the lead that is used? 
We can figure it almost exactly, as far as the lead is 
eoncerned, because we can tell you what we get. and then 
there is 5% duty and depending on how they receive it, we 
can tell you the Ane sinled ah 
I suppose that if we took one case such ag the Imperial, 
it may be very different, there may be a very different 
lead content for the same quality Premium gasoline in the 
ease of the B. «a. or some other refiner? 
Not only would there likely be a difference between the 
two but there brobably would be a difference in the 
Imperial from week to week or month to month. 
MR. BLANCHARD: SO would it not be, Mr, Chairman, 
Just as useful to the Comission to take the average lead 
that is used in Premium easoline in Canada and the United 
States. I mean taking just the Imperial alone as to 


lead content they are using to-day in their Premium 
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H. W. Kaley. 


gasoline it may be Chansed to-morrow or next week, even 
with their gasoline, and would not reflect what some 
other refiner was doing? 

MR. FRavVLEY: I did not think Mr. Laley 
would be asked about these things at all. wr. Moore, the 
refiner at Calgary for the Imperial, knows precisely 
what lead he has to put in and he can tell] you what he 
put in in the last 30 days and how much he had to change 
each batch and go on? 

That is right. 

He knows what the laid dom cost is. ‘Te have that from 
Ur. MeGrath. Tt is :886, I think he seid, per C.C., 
and while it would be very fine to have Mr. Kaley do 
what he ean I thought, pernaps, you were putting something 
to him that he would not he avley bord oO. 

TH: CHATRMAN: Vell, we will take a recess 
anyway and you can think about it. 

(at this stage there was a short recess. ) 

MR. BLsaNCHARD: You gave the average lead 
content in "Q" and in ithyl gasoline for the Unitea 
States and how much thero was in an american gallon? 
Yes. 

Have you converted that to the quantity in the Imperial 
gallon? 

I just this moment converted it. For Hthyl it would be 
-78 cents per gallon. 

THE CHalRt ‘aN: Just wait a minute. Yes? 

For Ethyl gascline, and this is based on the average of 
4 cubic scentimenters per Imperial sallon, the cost would 


be .78 cents per gallon. 


‘oor vari’ vom roulten feddo . 


ae 5 7 : 


; - n : a bs A 
vy ion “A sven alt ae ’ 
gates aa ‘ant fea ‘pe ee A | ar | 


tt aed oud suete baste ed hiuow 


f & 
sg ea’ iy aw of Ava oo 8 


ubpeiooie. ‘aro ROT RRe Ooh, 1ot grap led ts kare re 


ae nt oye oe aod en hues dade, 


: oud Baciaht tit! adie ds ts: 


ies ‘wise now 5 Pia¢ 80 2a 


* ohh ae Hee eg Bowe tod fee! ayes ge sunt exit ak al tq 


ae ve . i “Sne oe has seted done 


. > ccna! » bake pi tat x 


- i fee batt GWAR or t tame rob biat 2 a! tae aout et _F. via 
Br ae: Dis 2S wae z Odo. Ba +E, wien rd a aa 
ee wey s od: flwow at oriite he 


2a ee: Luqenneg ., Mignoags ’ ane seal she R “ 


elds: a2 Bos. BOG od hack te oF : 


vt 3 PAL be iv 
, | ARIE Ee: at pene! * 


We ets | 
+ eyo | 


| (th : | 
Lr 2 tuode Yale 186 yor bas: owiene ; 


genet Male B caw oxndh, ened efit teh ne 


i 7 F 7 , t _ f ' ; Cas . : : : 
ae We? fiogederR shy ByaR pot a CALA S say cd 
Pet ; ant ¥ coat 
P he aiid» a0) dubioaep, tui at Dae ra Be tyoenée hl 
ud vA j 
marr ye vk ee Gn cattt: wod ‘bas. aerate rs 
ue) Seca % Mis DUSL, Thies” ms & BY ‘aie eult Ao ae hay oo 


Oba 


a 1 Pris a Dy . eat a 


AC a : a 7 ; ih _ a 
i ’ were. yb ; : 5 a - 


sith cit yA ta ip. at “ot bade: bndeoyn oe 0% oat ey 
4 eh * ie all ie re 
a ees 


ae 


oe 


~“iot 


Fae 8 


b 


cD) 


H. %. Kaley. Read aett: 


MR. BLANCHARD: That is what your corporation 
receives? 

That is right. 

THE OHsAIRMAN: 3 cubic centimeters to the 
Imperial gallon? 

Tea, Sipe Toree thy... 

And the cost is? 

-78 cents per gallon. 

MR. GOMMISSIONER LIPSETT: That is equivalent to 2.55 
Por the {.) 58° gallon? 

Proonromeriie Ui. S.eallonhs 

MR. BLANCHARD: And Q"? 

fam just figuring that. On the basis of 1.08 per Imperiag 
gallon. 

THE CHATRMAN; P08? 


Yes, Sir, it would be .3808 cents per Imperial gallon. 


MR. BLANCHARD: POrgeesy 
For Wa" 
THE CHAI RMaN: Give me those figures again? 


On the basis of 1.08 cubic centimeters per Imperial gallon 
it would cost .3808 cents per gallon. 

MR. BLANCHARD: Now, in tank car lots no 
fréight is paid by the refiner? 

That is correct. 

But when you sell in drums, the purchaser pays the 
freight? 

Tiat? is! correct. 


And can you tell the Commission what the freivht amounts to 


per cubic centimeter, on drums? 


The freight per cubic centimeter from Deepwater, New 


Jersey, which is the only point from which we ship drums, 
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25 0c: ; 
THE CHAIRMAN: ~026? 
Yes, per cubic centimeter of leaaq. 
MR. BLANOHARD: So that for Ethyl, which ig 
being treated from Shipments in drums, it would be three 
times .026 for the freight? 
Yes, that is correct, 
That would be .078? 
RES OL? » 
Or 78/1000 of a cent? 
That is correct. 
And the only difference in the cost to the refiner who 
takes his product in drums is that item of freight 
78/1000 of a cent per gallon? } 
Based on 3 eubic centimeters of lead per Imjerial gallon, 
yes, wir. 
Then there igs duty? : 
There is 5% duty on all fluia entering Canada. 
And that applies to both the purchaser of tank ear lots 
and drums? | | 
Yes, Sir. 
The only differential then between the man who purchases 
in drums and the man who purchases in tank ears is the 
freient? 
Yen, Lr. 
So what ig the duty on the 3 cubic centimeters, that is 
Ethyl gasoline? 
Per cubic centimeter of lead it would amount to .013. 
So for 3 cubic centimeters of lead per Imperial gallon 
it would cost .039. 
That covers the cost, freight and duty? 


‘ 
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se Blea dy 
H. “W. Kaley. 
Yeas 
in the one case, and duty and cost in the other? 
Yes. 
Ti CHATRMAN: You say cost, freight and duty. 
That figure was what? 
-039 for 3 cubic centimeters of lead per Imperial gallon. 
MR. BLANCHARD: That is duty? 
That is duty. I might clarify that,if we just added uD 
on the sallon containing 3 cubic centimeters per imperial 
gallon we would get .78 cents. The freight would he 
-078 and the duty would be .039 cents. The total cost 
for making a gallon of ithyl gasoline containing 3 cubic 
centimeters of lead per Imperial gallon. 
MR. BLaNCHaRD: And from drums? 
Pro erims. Ph would ‘be .897. 
and from tank cars it would be that amount less freight ? 
-819. 
Now, that is exclusive of such small items as handling 
and exchange, I suppose? 
Those are the only figures that I would be competent to 
give, the ones that I have given you, because there are 
suoh things as exchange and brokerage and other items 
whieh I do not know anything about. 
I suppose they are variable? 
LI would imagine so. 
That is something outside your knowledge? 
That is right. These figwres cannot be taken as the cost 
to the refiner because he has his cost of blending and 
labour and so on in the actual manufacturing of these 
products. But these are the only ones that we can put 
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MR. COMMISSICNER LIPSETT: “hat is the tank ear lot, just 
to finish, what is the minimun quantity to gct the tank 
car rate? 
3,009 gallons. It costs roughly ‘318,000.00. Ye have two 
types of tank cars. One is 5,00 and the other is 6,000 
gallons. 
Can you translate that into cubie centimeters by any @hance? 
5,000 gallons. The factor there is 3,685. There are 
5,685 cubic centimeters Der gallon. There would be in the 
Small tank car of 3,000 gallons, there would be 11 5055,000 
cubic centimeters. 
Un that minimum you pay the freight? 
Yess, Siok There iS one correction that I must nake here 
in my figures. On "qr rt gave you a figure of .3808 
per gallon for 3 cubic centimeters. That is -2808, I am 
sorry. 

TH CHAIR ian: Ores Git? 
Lea; 

That is 1.08 eubie centimeters per Imperial gallon? 
That is correct. But the cost T gave vou was .3808 
and it should be .2808. 
Yes? 
MR. COMMIS ICR LIPSETT: poes that alter your--<—=< 

That was on the cost of a gallon of "Q" gasoline containing 
1.08 per Imperial gallon. 1.08 cubie centimeters of lead 
per Imperial gallon. .I gave you a cost of .3808 and it 
should have been .2808. 

Then that alters the other figure, does it not? 

It does not alter the other because we were talking about 
Ethyl gasoline in the figures which followed that. 


MR. BLANCHA’:D: Ye haye not ¢iven the total 
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eosiofe "a" vets 

No, would you like me to do that? ‘The eost of lead for 
gasoline containing 1.08 cubic centimeters perimimperial 
gallon will be .3708. 

THE CHATRMAN: The cost is what again please? 
For gasoline containing 1.08 cubic centimeters of lead 
per Imperial gallon will be .3708 cents per gallon. The 
freight on that in drums will be .03708 cents per gallon. 
MR. BLaNCHARD: The duty will be half that 
figure, that last figure? 

Yes, duty will be half that figure. Duty on that gasoline 
containing 1.08 cubic centimeters per Imperial gallon 


would be. .01854. 


(Page 11,720 follows. ) 
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Then the total cost of "j" in drums on e@ basis of 1.08 
centimeters is what? 

According to my figures, which have been pretty hasty, 
42042. 

Carrying it outw-s-+ 

THit CHA LTOAN: xnepeat those figures, 
please, the total cost. 

wits BLANCHARD: The total cost in drums? 
042642. itow I would like to, if I may, I would like to 
Gheck those figures because I an subject to my mathem= 


atics here. 


whe BLANCHARD: Give me the cost in tank 
cars? 

THis CHATIOAN: You just deduct freight. 

ae BLANCHARD: Yes, you just deduct freight, 


that is all? 

That would be .d69e¢ .- 7" 
Cents? 

Cents. 

Now what is the minimum quantity of lead that you carry 

in the drums? 

55 gallons,55 gallon drums, and the lead contents in there 
ia 130,000 cubic centimeters. 

In what you call a 55 gallon drum? 

That is right. 

Thet is the Imperial gallon? 

The United States Gallon. 


So that would be a 44 gallon dru, would it, Imperial? 


Yese 


130,000 aubic centineters? 


. 
e 
3 dies Pe 
mised 
” 
a 
3 
Se 
Pont 
tee, 
a 
hae 
= 
- 


& as : } 
: - 
ae 6 - 
. - 
» = > - ¥ 
Fi oe By 
-4 
5 ; 
‘ 
=5 g 
oe ; 
oa 
= Ts -- ; 
2 AW 
i 


ay 4 
tn A 
‘ 
‘ oA is 
—~— rl 
tee - 
, a 
1 
Be. 3 
y os S 
pe 


” 


7 eee 
‘ ie 
t 
2 
2. =~ 
aaa « 
- 
-. o 


eg t 
ae aa 
5 zt 
a 
ye 
a erat 
od 
“e 
== ean 
> 


to 
nS - 
= 
= a 
- a 
x 
os 
~ 
“ 


He 


C3 
rs 


4 


&) 


Oo &£ fH 


ve Kaley ~ 11,73) - 


Yes. 

Now in shipping the drums, is there a minimum number of 
Grufs shipped, to get the best freight rate? 

The railways have made or established a rate on fluid 
whereby they will seal cars for us and deliver then to 
destination and the minimum that they have established is 
16 drums for a sealed car and of course as I pointed out 
in our statement we will not permit Shipuent of fluid with 
any other commodity. It must be Shipped in sealed cars. 
4nd why is that? 

Because in case of an accident or a spill of the fluid we 
would not want to contaminate probsbly food stocks or any 
other commodity. 

And I suppose if the purchaser wanted to stand the extra 
freight he gould take 8 drums or 4 drums in a sealcd car? 
One drum, if he wanted to pay the freight on a sealed car. 
But that would make the freight----- 

It would be a pretty exorbitant freight rate. 

Rather high? 

Yebe 

iAJOK LIPSETT: Does that mean to say, your 
minimum shipment must be lo drums? 

Yes, and that is a factor that, as I said, because of the 
railways will take as little as 1o drums in a sealed car 
at the given freight rate. .ost of our carloadsof drums 
go out with, well 44 is the maximum, 44 drums per car and 
our cars vary from 44 down to lo but the railways have 


established that figure, that they will take as little as 


16 drums and still give the purchaser the benefit of the 


standard rate. 
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Now you do not have any practice then of storing say 16 
druns at Calgary, taking lo uruas to Calgary ana storing 
pert cfPih? 

lio sir, we have no warehousing facilities anywhere. 

f£nd the purchaser, he must handle 16 druns or Join with 
some other purchaser and siake his own arrangenents? 

dell the joining with another purchaser has not been done 
very tiuch but it could be done. 

wAJOn LIPSETT: Tes. 

witte DBLANCHARD: LI suppose 4 or 5 or 6 or 
any number of small refineries who did not take in tank 
car lots could pool their purchases, if it were Gone under 
proper supervision? 

a8 I say it never has been done but I see no reason why 
those three or four refineries, if they were to wake 
prover provision for safe handling say by truck fron one 
given point, it could be done and there is no reason why 
it should not be done. 

You do not have any objection to it? 

ie would have non objection to it but we would be very oare- 
ful and we would be insistent that proper methods of trans- 
portation from that given point be sade and that handling 
be done in a proper manner. 

That is by reason of the hazard in the product itself? 
bxactly so. 

riJOR LIPSETT: well if one bought the 16 
drums say here in Calgary, would he have eny right under 
his license to re-sell a part of that to another refinery? 
No sir, when that fluid is sold to hin he must retain it 


aod use it, I gean when that fluid goes to a given point it 
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should be retuined there and used at that point, the 
reason for that being that if we allowed transportation 
without our knowledge, any indGepencent truck sian or any 
other jeans aight be used of conveying it to another 

point and possibly to a point where proper safety pre~ 
cautions may not be taken but if previously arranged 

among, iet us say, two “efineries,so that the one re« 
finery took the 16 drums, if as I say, previously auvaneen) 
we would permit him to instruct a truck man how to handle | 
it and the people at the other end how to receive the 
fluid at an approved mixing installation. we would have no 
objection to that. 

If two or your Licensees here in Calgary wished to unite in 


buying the minimum 16 drums there would be no difficulty 


made by your people so long as you are informed? 


That is correct, so long as we are able to properly in- 
Btruct the people who are going to handle the fluid ahd 
when I say "handle it", I do not only mean the mixing of 
it but the transportation. 

Guite so? 

And so Ona. 

wRe BLAUCHsanD: Ji11 you tell the Board why 


you absorb the freight on tank cars and do not absorb it 


on drums? 

There are two reason for that; first of all it 1s very uch 
Cheaper for us to ship fluid by tank car, for instance at 
our Baton iouge plant we have no provision for drum filling 


whatever. gll fluid that moves from Baton xouge is by tank 


car and therefore we have a decreased expense of, fori 


stance, washing and steaming when the eupty cars come back; 
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we have one package to clean as against a great number of 
drums and I night say thet approxinutely 85 to,-well I 

think 850 is about the correct figure,-of the fluid we 

Ship goes out by tank car and it is cheaper for us to handle 
than by drums and secondly there is the safety factore Our 
medical departaient consider it much safer to Ship one pack- 
age of a large amount of fluid then to Ship many packages of 
a shall amount; in other words they consider I believe that 
there is just as much hazard if you were to crush one drun 
as you would have if you crushed a tank car; there is the 
greater quantity there but the drua would be plenty to cause 
trouble. 

Yes? 

So we, for that reason, wish to hold the number of packages, 
just the saie as the number of uixing points, to a mininuna. 
I suppose it would take very few cases of injuries to the 
health of handlers or other persons of this product, of lead 
poisoning, to very seriously injuz the good-will of your 
corporation? 

I think the best answer to that is thit we had ‘to withdraw 
Our product, or we didn't have to, we veluntarily did it, 
we withdrew our product from the uarket for a ye&r owing to 
publicity which we received due to the accidents which were 
entirely in manufacturing this publicity made no dif- 
ference between the concentrated fluid ana the gasoline and 
the publicity was not very good for us, and now with our 
product as well accepted as it is, if we were to have some 
other accidents. even in the handling of the concentrated 
fluid itself, I have no doubt that the papers, many of 
them, would say "Lthyl Gasoline" rather than "Zthyl Fluid" 


om. 
. ‘a 


a. 


oe 


5 
as 
\ 


4 


e za 
“pet 
; = 


q 2 a 
. ; tee 
: « 
& * 
’ Ei : 
So 
ee . 
F 
4 


z a ie E - 
Sums cs 
es 
on a = j 
ate ~ oor = Poe 
< . . a 
. F i. = 
= a ae 
Lod * . 
a Ay ‘ 
2 
es \ 
4 
: : 
qe aes : : 
A Be dome . 
mt re" ‘ : 
; 
5 
" -F , aaet 


on 


we Kaley 


11995. = 


and it no doubt would have a tremendous effect on the sale 
of our product. 

Yes. Now when drums are being utilized or used for mixing, 
must the whole contents of the drum be used at one time or 
Gould you use a portion of it? 

You must use the entire drum. In drum mixing you mix by 
volume; in other words you must have enough base stock pre- 
pared, we sight say, to use the entire drum. In bulk mix- 
ing you can mix any amount you want because in that case you 
mix by weight; in bulk mixing you can withdraw any portion 
you want from the way-tank,edd it to the gasoline, but in 
drum mixing you have opened the container and you must use it 
all, wash the container and retain it. You see the bulk tank 
has no opening whatsoever, that is there is no Ghance for 
the operator to come in contact with the fluid butin the 
drum he actually opens e bung, inserts the stand-pipe, 
and the fluid is sucked out by vecauun, so we do not pernit, 
if I may use that word, any part drum mixing. 

And that is purely from the basis of the hazard? 

That is correct. 

THE CHA Titual: Is a drum of tetraethyl fluid 
much more dangerous than say a drum of gasoline when it is 
finished? | 

Not from the viewpoint of explosive mixture or anything like 
that. The fluid itself is about of the same fire point as 
kerosene and it is not apt to burn or explcde at all but it 
48 a matter of withdrawing the stand-pipe whieh has fluid 
running out of it. You see the hazard of handling the fluid 
is three-fold, if you were to get it internally or absorb it 
through the skin or breath the fumes,it is a toxic in any one 


of those three ways and of course a man working over a drum 
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Which is open must wear a gas mask, he siust wear special 
clothing, he must wear rudber boots, rubber gloves, he 

must take a bath immediately after the mixing operetion. 

If he has a spill he must wipe down the platform first 

with kerosene and then with hot water. Those are all 
specifications which are nentioned in the Exhibit which 

we have produced but the hazard is not from explosion. It 
is from getting in contact cither with the fluid or with the 


fumeS- Does that answer your question. 


TH CHA TiindA N: Yes. 
MAJOR LIPSHTT: It is lead poisoning in some 
form? 


Yes, it is lead poisoning. 

MRe BLANCHARD: I suppose the hazard becomes 
negligible when it reaches the service station, I mean hav- 
ing been mixed? 

when mixed with gasoline in the proportions that are hace 
there is no hazard. You can figure that out. Now of course 
I have been told that the surgeon general, the United States 
Public Health Service, atill feels that he has not had suf- 
ficient experience with the product to say you do not need 
the lead signs on the pumps any sfiore. 

I suppose that is, it might be injurious, the lead in it 
might be injurious in cleaning clothes and washing the hands 
and so forth but you say you have not proceeded with it that 
far? 

We find no particular, or no hazard, in handling the gas 
Oline and I am speaking of our medical laboratory now, our 
medical department, we find, so far as we can determine, 


no hazard in hendling the leaded gasoline. Now if you woke 
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8 
going to wash clothes or use it in a lamp, it would not be 
u good product for that becuuse it all contains a stain-~ 
ing dye and probably you would dye your clothes a little bit 
ana secondly the dye and the fluid itself, if you were to 
use it in any burning equipment, a stove, a lamp, you woulda 
probably plug it up, so that it is a motor fuel, designed 
for that purpose. It is not designed for cleaning or wash- 
ing or burning in a lamp and it is no better for thet then 
any other gasoline, the lowest grade you can get and it 
should be used for just whet it is intended am that is a motor 
fuel. 

@ THe CHATHAAN: fhy the dye? 

A 50 far as the fluid is conc. rned and the gasoline it hes been 
specified we must dye the gasoline and the fluid a staining 
colour; now so far as the different colours thet are used by 
various oil companies, that is a matter of merely their own 
choice as to what colour they use. It is an identification, 
that is all. 

& It is not for the purpose of restricting its use but it must 
be dyed? 

A I think that the fact that the gasoline itself must be dyed 
is a requirement that has hung over to some extent from the 
days when we sold only Lthyl: at that time the Surgeon 
General specified a red colour in the gasoline and what he 
had in mind I an sure was getting to the minds of mechanics, 
service station operators and so on, associating in their 
minds the red colour with the lead sign and indicating to 
them thet they mst not wash tools or autgmobile parts or 
anything like that in the red gasoline; now of course we 


sold the Ethyl fluid and it was used only in cleaning 
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gasoline for quite a few years before we made it availe 
able for non-cleaning gasoline, and at that time we aia 
not wish to use the same colour, because we had certain 
objections to the red coloured gasoline, and we approached 
him with regard to colour and he said "Yes, you can colour 
or you can license your refinerics to eolour in any colour 
that they want to, any colour so long as it is coloured": 
his feeling no doubt being that the mechanics and attend- 
ants and so on hed by that tine «associated in their minds 
that ea coloured gasoline should not be used other than as 
motor fuel and the selection of any particular colour is 
up to the refinery. 

Re BLANCHARD: Now wre Kaley, is the price 
of your product the sawe to all refineries in the United 
States end Canada or is there any variation in that price? 
The price of our products which is usually referred to in 
terms of cubic centeneters is the same to every refinery 
fron the largest to the siallest; we have no quantity dis- 
counts or anything of that sort. 


And from the inception of your compeny, that is when you 


started to nanufucture and sell this product, has the price of 


it increased or decreased «es the quality changed and so on? 
.e atarted out originally with a price of 1 cent per cubic 
centimeter; we have had 11 successive reductions in the price 
of fluid and we have never had an increase; that is over & 


period of 15 yerrs we have reduced the price of the fluid 11 


times. 


And what is the aggragate reduction, how does it compare now 


with the price originally? 


It was originally 1 cent per cubic cgentemeter and it is now 


«26 cents per cubic centemeter. 
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Comparing the quality now to what it was? 
Yes, to what it was originally. 


wake BLAsGHAnD: I think thet is all. 
GO aike FRA UL: 


aX. ialey, can you give mie some ides of the stock owner= 
ship of your company? 

Our company is owned 50% by Standard Oil Company of New 
versey and 50% by General ..otors Corporation. 

doula you just briefly and concisely give the Cormission 
the high-lights of the refinery contract, just what are 
the covenants on his part and what he siust comply with? 
Il will be very glad to. Have you a copy there that I can 
refer to it. 

bbe BLATCHARD: Yes. 

Phenk you.e Would you like me to diffcrentiate, ur. 
Frawley, between the iithyl and the "qQ". 

HR. FRALEY: Between Lthyl and the "Q", 
please, just in simple language, the substance, the neat 


of what the contract is. 


WAJOR LIPSETT: This is pxnibit “OogUtor 
WHOL" ° 
WITN#SS: "5OO" is the one I have now 


sire There are three clauses, in the beginning whereby the 
seller and the buyer recognize the business of each other 
relxtive to patents, the ownership of patents on our part 
and the business of the refinery; the refinery recognizes 
thetcertain rules and reguletions relative to the use, 
transportation and sale of the products should be carried 


out ound tha we come to a clause entitled "License" where- 
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by we license the refinery to uenufecture, sell and celiver 
Lthyl Gasoline in accordance with certain provisions; the 
first of these {a) License the refinery to sell the other 


refineries, that is other people holding the same type of 


license as he has; the second provision entitles the re- 
finer to sell to other refining companies who hold a 
license to sell but not manufacture Lthyl Gasoline. lr. 
-rewley, if there are any points as I go along that you 
wish further information on you might ask ne. 

Gj No, I would like you to do es you are doing, run over the 
important things in the contract? 

A Ail right, the third point is that the refinery is licensed 
to sell to users and consumers or to retail dealers for 
delivery to consumer; the fourth provision is that the re- 
finery agrees upon written request to furnish us with & 
list of any pointor points where the treated gasoline is 
sold. 

The second clause is en-~ 
titled “Purchase and Sale of Anti-nock Compound". 

Q wAJOR LIPSETT: Just before you pass from 
that, does that give the licensee, the manufacturing 
licensee, a limited territory in which he can supply the 
products? 

dA In the first we say that he is licensed to market and sell 
or sell and deliver in the territory mentioned in the 
addenda; in other words we do put 4 territory in there 
wherein he is licensed to sell. 

G Does thet mean that if you gave u license here for Calgary 


for instance, that that might not enable hin to put the 


product into Saskatchewan? 
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I aight enswer that in this way, sir, that our usual 
nethod when we execute a license to &% new licensee is 

to ask him where he normally markets; in other words whet 
territory does he want and then we put thet in the addenda; 
now at such time us he may wish to expand his narket to 


enother Province or soriething like thet, he can just write 


in to us and we will increase that; I mean it is merely to 


know where they are licensed to market and that marketing 
isp being done at that point, you see; it is not a herd and 
fast rule so far es the territory is concerned. 

It is not a method, in other words, of giving any prefer- 
ence to any one of two refineries say in this City? 

None whatever; any territory is given to the refiner at the 
tine we sign the contract with him really that he wants, 
now if a refiner, and this is just « supposition, in 
Turner Valley, who had a normal market in Alberta were to 
sey "\iell we would like to be licensed for all of Canada" 
we would probably say "No but we will license you in 

your nornel marketing territory", which might be Alberta 
and Saskatchewan and then at such time as he expanded his 
merket perhaps to some other part of the Dominion we would 
be very glad to extend it. 

But you would not give a more linited market to one of the 
refineries in this City than you would to another? 

No sire 

Even if cone were larger than the other? 

No sir, we would not differentiate between them. 

I just wanted to make it clear, r- haley? 

Yes. 

wtie BLANCHAD: I do not think you have any 


contracts which ere confined territorially to a city? 
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A Hoe 

Q They are all for the Province? 

A It woulé be the Provinee, thet is about as sriall a tere 
ritory as we would take in. 

Q i:AJOR LIPSETT: But I was just wanting to 
wake it clear, if you gave four or five licenses in 
Galgary or the Calgary district? 

A Yes. 

Q Theat sone of them would not be Limited to slberta whilst 
others would include Alberta and Saskatchewan? 

A No sir, we would not do tint. 

The next cleuse has to do 
with the purchase and sale of anti-knock compound and 
refers chiefly to the price at which it is sold and the 
method of teking the fluid, such as druis or tank cars, 
I think that is really about o14 there is to that. 

G whe FRAVLIS: Are you leaving that now 
and going to the "Q"*% 

ri) lio, I an leaving that cleuse having to do with price. 


The third clause has to do 
with health requirements relative to the handling and 
mixing of sthyl fluid and distribution of gasoline con- 
taining it.I have sind auite a little about that this 
morning. It refers to the mixing installation and the 
refiner agrees that we should have the right to suggest 
and that he will comply with any suggested repairs or 
anything of that sort, of the mixing installation; he 
agrees to permit our men, both medical and mechanical, 


to inspect the instellation at any time and that is about 


all of that. 
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H. W. Kaley. 


MR. GOMMISSIONER LIPSETT: I think I must have taken the 
note down wrong before. It is 50 gallons in the drum, 
Lou G's 50 United Statés sallons? 

iC aes POD LT 

I had 55 down and that represented 130,000 cubie centi- 
meters? 

fiere we say, if you are referring to that contract, 
COntaining not less than 50 U. S. gallons of said?andvi= 
knock compound. Is that what you were referring to? 
Yes? 

It is not less than 50 but the drums are actually 55 
gallon drums. That is the way we refer to them. 

MR. BLANCHARD: Or 44 Imperial? 

44 Imperial. The next clause entitled "Delays in Shipments! 
is merely a statement that we are not responsible for 
delays except in cases of shortage of the product, in 
which casé we agree to ship every lLicencee.ih accordance 
with past orders. In other words, we would not leave 
anybody without fluid and ship it all to anybody else. 


But we would allocate it as best we could in case of 


shortage for one reason or another. Clause 5 has to 


do with standardization of the product and sets forth 
the specifications which the gasoline must meet, and in 
this case as we are talking about the Ethyl contract, 
these specifications apply to Ethyl. They live to do 
with various specifications whieh I have mentioned earlier. 
They are distillation, sulphur, corrosion, gum and, 

of course, anti-knock. Then there is an agreement 

that we may have the right to change these specifications 


from time to time in order to keep abreast with advances 
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H. W. Kaley. 


in the art of refining or in the automotive business. 

The next refers to the statement or agreement on the 

part of the refiner that he will send to us samples of 
his base stocks before any fluid is added and will not 
adc fluid without first securing our approval and then 
that he will submit samples of the treated gasoline for 
Our approval before shipment is made. There isa state- 
ment with regard to the minimum lead content in the 
gasoline, which in this case is 1.81 cubic centimeters 

and a maximum, which in this case is 3.6 ecubie centimeters 
per Imperial gallon. There is an agreement on the part 

of the refiner that he will not sell gasoline for aviation 
purposes, the reason for that being that aviation gasoline 
requires an entirely different brand of fluid or an 
entirely different composition of fluid. And he agrees 
not to sell this gasoline or permit it to be used for 
aviation purposes except in cases of necessity. The next 
clause, No. 6, has to do with the name of the product, 

and this is an agreement on the part of the refiner that 
he will adopt and use in the rarketing of Ethyl gasoline 
a brand, and that he will affix to whatever apparatus he 
uses to vend the gasolins, our trade-mark in a size 
satisfactory to us. He also agrees that he will enforce 
these same obligations upon those to whom he sells. 

Clause 7, the buyer's obligation to develop business. 

He merely says that he will press the use and sale of 
Ethyl gasoline. Clause No. 8, defences of claims of 
infringement of trade-marks and patents. Ye hold our 
purchasers harmless from any suits having to do wi th 


patent infringements or trade-mark infringements, provided 
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we are given proper notice to defend it. Term and 
terminativun of the contract gives the date which is, 
being our current contract which is being offered, .the 
term of the licence, should it be executed right now 
would extend to December OL 1939" dnd indefinitely 
thereafter, subject to rights of cancellation, one of 
which is that cither party may cancel a licence at any 
time for failure of the other party to conply with its 


terms and provisions. The next clause says that we 


Shall have the right in Decemter of any year to substitute 


a new form of licence or to make changes in the existing 
licence, this new licence or the changes to become 
effective at the end of the following arch, providing 
we make the same chang?s applicable to all refiners 
holding the same form of licence in the territory called 
for. The refiner has the right with or without causé 

to terminate a licence on giving us 120 days‘ notice. 

We have the right to cancel with or without cause on 
giving the refiner 12 months* notice in writing. And, 
of course, the usual clause that notice shall ve deemed 
good and sufficient if sent by registered mail. «And 
the closing clause, that the contract is a personal 
contract and constitutes the entire agreement between 
the parties. 

MR. FRATIEY: in dealing with the other 
contract I think you need only point out those places 
Wherein it differs from the Ethyl contract? 

ALIS rient,) Sir. I will be glad to: do* that. The elense 
having to do with the licence is the same. Purchase and 


sale of fluid is the same. We have a requirement, which 
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merely refers to the other contract. The same applies to 
delays in shipments. as to standardization, we have no 
minimum requirements for anti-knock value in t he 

"Q" egontract. The maximum requirements is 70 octane 
humber by the C. F. R. method of test or 72 by the 

L3 method. All other specifications are the same ag 

in the other contract. after the name of the product 

we ask the purchaser to adopt a name, but at variance 
with the other contract we do not ask him to attach a 
trade-mark to a pump. As a matter of fact, we prohibit 
him, by agreement, from using the name "Ethyl" or "9" 

am selling or offering for sale this product, and the 
reason for that is fairly obvious in that we do not 

want any refiner or any marketer of gasoline to represent 
the, "2" a tdasayan erade as Ethyl. The refiner 
agrees to east a color am to market his gasoline using 
that color unless it should be treated gasoline sold by 
ancuiex reriner. Defences of claims and so forth are 
the same as any other agreement. This one clause having 
to do ey transformation Ore to &thyl merely means 


that you can buy one carload of fuel and use it for both 


produc ts. 


. Yes? 


And your transformation is merely the adding of a 
different color. 

Yes? 

Term and termination of the contract are the same as the 
others, except th:t the "Q" contract is made contingent 
upon the existence of the Ethyl contract. And that, I 


think, covers everything. 
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MR. FRAWLEY: There are some things 

about this contract I went to ask you about. Why do you 
limit the content of lead in the gasoline and prescribe 
the maximum rather as being %.6 cubic centimeter per 


Imperial gallon of gasoline to make, well, that is to 


make Lthyl gasoline, and that is the only limit. That is 


tnesOnly maximum, i¢ it not? 

1os. 

He can use 5.6 to make his "Q" if he had to? 

Yes. 

MicromiorauLimit Of 5.6.7 

Yes. 

Thy? 

Because we are limited to 3.6 by----let me put it this 
way, we are limited in the States to 3 cubic centimeters 
Ofweteaa per 2allon, per U. S. gallon, woiechs wourd 
correspond to 3.6 per Imperial gallon in Canada. 

Yes? 

Because we have set that limit or have had that limit set 
for us in the States. We have chosen to hold to that 
limit which we believe is necessary for safety purposes 
throughout the world, not only Canada, but it is true 
in the U. K. and on the continent and everywhere else 

we market, except for aviation, in which case we have 
approved the use of 4 cubic centimeters of lead in the 
usual aviation gasoline for commerdial air-lines on 
contract, and up to 6 cubic centimeters of lead for 
Governmental air forces, which applies to Canada as well 
as the States. 


You see, you are not limited - the Surgeon Genergl, and 
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I do not speak facetiously at all - the Surgeon General 's 
writ does not extand in this jurisdiction at alin dees ite 
That is correct. However, our Medical Department leave 
tuken it up with your people in Ottawa and there has 

been an agreement with our - I won't say a written 
agreement, I do not know about that, but as I understand 
it there are no regulations in effect in Canada, although 
your medical people know and sulseribe to these regulations. 
In other words, as long as we hold the maximum to that 
figure there was never any need to establish any regula- 
tions in Ganada. 

Mr. Kaley, this is what concerns me. We heard yesterday 
from the North Star Oil Company that they had about 
reached their limit. They make about 80 octane gasoline, 
uSing a Texas crude, and using your maximum of 3.6. 

He said 36 but I suppose hemeazt 3.6 of lead, and he is 
finished. He cannot do any better than that? 

Yesp Sirs 

Now, the Texas Corporation is operating in this territory 
with 82 octane gasoline? 

Yesproir. 

And I suggest to you that by virtue of the restriction 
which you have placed upon the use of lead there is not 
any hope of competing wit the Texas Corporation Ethyl 
gasoline in this jurisdiction, or in this territory 
except, of course, by the installation of expensive 

new machinery. What do you think about that. Is that 
all nonsense? 

Noy but the (Texas Company; of course, -issunder the same 
maximum restriction as any other refiner. ‘e would not 


permit the Texas Company to add above 3 C. C.'s of lead 
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or 4.6 in Imperial gallons. It just so happens they 

have a better gasoline to start with, I presume. 

Yes, they do more cracking and add more cracked gasoline. 
But suppose I am just a small refiner with Only a straight 
run operation. I want to manufacture Ethyl gasoline and 
you are content to give me a licence. But the limitation 
of 5.6 0. C.'gs keeps me out. I cannot win in this  so-— 
called "octane race" at all. It kceps me out of compe tition 
and prevents ine from competing with the Ethyl gasoline 
which the large refiners are making. That is so, is it 
not? 

My best answer to that would be that we hold to that 
maximum of 3.6 C. G' s per gallon because we believe 

th t is the safe maximum limit for handling by the public. 
If that were to place a hardship ion you it would just 
have to do it. ‘ve would prefer to retain for gsafety's 
sake a maximum of 3.6 C. 0.'s per gallon than to aid you 
commercially in arriving at a high quality gasoline. 

That, I take it, is your answer. That happens to be the 
answer you fall back upon or you rely completely upon the 
necessity for safety in handling? 

I do not know that we fall back upon is putting it the 
mieht sway.) We believe for the safe handling of the 
gasoline by the public we should not permit more than 

On eon Gro el aleadvuper gallon. 

Yes, and I do not suggest it is not a good answer. 

Mind you, Mr. Frawley, it is possible that maybe 4 C. 0.'s 
would be safe and maybe 4%. But we do not know. «and we 
do know that 3.6 is safe. Now, our Medical Department. 


are carrying on investigations all the time. 
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and that might go up? 
It might. 

I understand tht. There is another thing that bothers me 
a little bit. You prescribe the maximum of Ethyl, you 
see. ‘You say in this volume of amending letters, 

which I find is here but I do not fim it quite readily 
in the agreement. I am reading the letter of May 28th, 


1937, in the Exhibit "498" in which you say: 


In accordance with the principles outlined in 
"Our accompanying letter of even date relating to 
"the development of laboratory knock testing Method 
"E-3, and referring to Clause V on Standardization 
"in the Sthyl agreement between us, we hereby give 
“notice that, effeotive as of October 1, 1937: 
"The amount of 'HTHYL! fluid to be added 
"to Buyer's gasoline shall be at least 
"sufficient - - as determined by Seller's 
"Laboratory - - to make the resultant product 
"manufactured under this agreement have 
"at the time of sale to the consumer an 
"anti-knock value of not less than seventy- 
"eight (78) octane number by Method IL-3." 
ioe eer CODEC G « 
You say you cannot sell Ethyl gasoline with less than an 
octane number of 78? 
THEt YS correct. 
SU when you talk about "0" it is) just in the “reverse 
order, is it not. What you say about "Q" is, and I won't 
read the whole letter, but on the 28th of May, 1937, 


you addressed a similar letter to your "Q" licencees 
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and said that they mst, that the amount of compound 
to be added should he an amount to make the resultant 
prnduct, which is "Q", manufactured under the agreement, 
have at the time of sale to the consumer an anti-knock 
value of not more than 70 by the A.S.T.M. method or 72 

by the method i-R. Now, why try and hold that octane 
down and the otaer one vou let go sky-high? 

GoulA we answer that in this manner. First,we will dispose 
of the Ethyl. Ethyl gasoline was our initial product. 

It is a product which we have advocated, advertised and 
to some extent guaranteed to the public through our 
advertising. ‘Ye have said to them "Use Ethyl and we 
promise you a good all round gasoline." ‘Je have always 
had a minimum set of specifications for Ethyl.’ Now, in 
the particular case that you refer to we set that minimum 
of 78 octane number by the L-3 method of test. So much 
for Ethyl. Now, we come to "Q" and you question as to 

why the maximum. Now, I will say this to you, at the 

time in 1933 when we introduced the use of lead for non- 
Premium gasoline we were quite undecided for a long time 
as to whether we would be wise to do it. In the first 
place we had a nice profitable Ethyl business. It was a 
question in our minds whether we should even license 
reriners to use "Q". So we said this. If can set and 
if we do set a maximum oct&ne number for "Q" so as to 
establish a spread between "Q" and Ethyl we won't bring 
down our Ethyl business. If we permitted a spread to be-~ 
come too narrow undoubtedly our ithyl business would mve 


been pulled dowm. It is a matter of record the ithyl 


business went down anyway in 1962. 
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Q Yes? 
A However, we established that maximum and it exists in the 


contract to-day. However, I must admit that the contract 

is being violated by most of our customers and we have 

not done very much about it. In other words, we have 
not pegged that quality limit. Now, practically all of 
Our customers are exceeding it and we have not done a 
thing about it. 

@ Mey are exceeding it and boasting about it. One man says 
"Tam putting out a 73 octane standard gasoline;" 

A Just as long as we recognize that they are - the answer 
to why we are permitting that to exist, that contract 
violation, is this; there is a great amount of discussion 
and disagreement, both in the oil industry and in the 
automotive industry as to the correlation between knock- 
testing methods in the laboratory anda knock-testing 
methods on the road. in other words, the Co-Cperative 
Fuel Resetrch Committee, which is composed of members 
both of the automobile companies and the oil companies, 
have been for some years endeavouring to perfect a means 
or a method of knock testing in the laboratory which 
ywOU,COULd take out and prove in your cer. sNow; that 
has not been arrived at to date, and whereas two gasolines 
might have exactly the same octane number in the laboratory 
they might. perform differently in the car. One chap 
says "My gasoline and my competitor's gasoline are exactly 
the same in the laboratory but yet when we take them out 
on the road he has a better gasoline than 1 have. 
Therefore, I am going to disregard your laboratory 
specification as set forth in your contract and I am going 


to push the quality up to meet my competitors’ road ratings. 
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So if we knew, if we had a satisfactory test method 
that we could depend on and that we could refute an 
argument of any refiner who wants te go up too high in 
quality, we might be inclined, I do not know whether we 
would re-set that maximum specification or not. But 
certainly to-day neither we nor the people in the 
industry know how to do it and until you know how to do 
that you might better do nothing. And that is the 
attitude we have taken, even though we have racognizead 
our contract is heing violated in that respect. 

You see it gets back to what I said a moment ago. You 
do not care, they compete intensively in the Ethyl 
product. »s I say, we know that the Texas Oompany - 

and their specifications are not filed yet - but we 
know that their #thyl gasoline is 82 octane. 

That is about what it is through the States. 

Now, the other companies are much under that. But,you 
see, we heard something about an octane race from Dr. 
Brown, who came here from Michigan and who talked to us 
about refining methods, am Dr. Frey. I do not know 
whether Dr. Frey touched upon it in his evidence. 
Perhaps he did not but no doubt will. I wonder to what 
extent the Ethyl corporation permits that race to go on 
with the Ethyl contractee and endeavour to hold it down 
with the Standard contractee? 

AS I say, we are not endeavouring to hold it down. 

We recognize the maximum quality which we established 
for "Q" and I have given you the reason why we established 
it for "Q" and that it is being violated, I must admit, 
with our knowledge. So that there is an improvement in 


gasoline in both Ethyl and "ma" crades. I do not know 
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whether you want to call it an octane rece, 1 do noe 
believe T would call it that. It is certainly a 
definite imprcvement and it is a continuing improvement. 
Here is what has bothered me. Let us accept once and 
for all that they must not use more than 3.6 OC. 67 
Yes, ir. 

You do not care now high an octane number Ethyl is so 
long as---- 

That is true. 

~O long “as ‘they stick to the 3.6 C. C.'s? 


That is correct. 


(Page 11,745 follows. } 
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Q Then why dq you not, why aro you not equally careless 
with regard to what the octane is, of course, that 
goes back to your spread? 

4 Well -- 

Q You say we must, I, as a rofiner might choose to use 
a very fine stock? 

A Yes. 

Q 4nd make only standard gasoline? 

4 Yes. 

Q and still keeping to your 3.46 c. c.'s of lead and make 


a Standard gasoline which I would be prepared to soll 
and accept the price for it, with an octane number of 
about 74 but right away I run across your restriction 
end I suggest to you for your consideration so long 

as you have ---- 

THE CH4 IRMA N: What restriction in partic- 


ular have you in mind there? 


MR. FRAWLEY: Vhat restriction? 
THE CHAIRMAN: Yoss 
Pes MERA TIA Y ¢ His restriction that it 


must not go boyond 72>, There is a clause in this 
contract, Mr. Chairman, that standard gasoline must 

not exceed 72, 70 octane by what tney call tho 
AeS-TaMeGoF-Re motor method end 72 octane by the 

method L-3, nov’ would you not still have your different- 
fal, would you say your product, your Ethyl to be a 
permanent product with about ten octane numbors inter- 
vening --- 

THE CHAIRMAN: 4m I wrong in thinking that 


most of these standards are more than that, more than 74? 
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MR. PRAWLBY: I do not krow that you can 
say that. Mr. Kaley has just said that there is a4 
breaking away from that restriction in the contract by 
these people and the Bthyl company knows that it is going 
on and really has not devised much way of objecting to 

it bocsuse thoy put up arguments to the company that they 
are only sendeevoring to meet the othor feliow,it i6 the 
distinction which Mr. Kaloy Says, between Laboratory 
performance and road performance? 

That is corroct. 

MR. FRAWLEY: But bo that as it may, you 
told us a moment ago, a few minutes ago, that you only 
set that maximum for "Q" beceusc you wanted to encourage 
in the mind of the public that your Ethyl gesoline, which 
is your princtpal, your advertised product, was better? 
Phat is correct. 

And had a greater octene in it? 

That is right. _ 

Then if you gavo yourself ten octane numbers even, let 

me suggest to you concretely, you permit standard 
gasoline to go to 74 and Ethyl to go to 84, it is 
certainly going to 84 from what we have heard here 

very shortly, now would that would be all right, if they 
Still used your 3.6 cs cs ‘s? 

I can see no reason why that would not be all right; we 
would be porfectly willing, I think, for them to go to 


74 and 84. 


The reason I put that to you is that we have heard sonsthing 


of that and it might be further developed, scmething of 
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there being no necessity in this altitude for anything 
better than a 74 octane numbered gesoline and just 
accepting that to be so for the moment, if you permit 
the refineries to go to 74 with standard gasoline, that 
would meet this suggested need withnothing more, there 
might be other difficulties and you might have other 
answers; you probably by the way, do not agree that 
74 ostane is good enough for this altitude, what do 
you say about that? 

wey Well, it would be my opinion that 74, let us make it 
1 octane number higher, let us say 75 --=- 

@ All right, particularly if you will let us make 75? 
Ought to bo satisfactory for 75% of the cars, 

Q Yes, that is a very fair and frenk answer from a man 
who makes Ethyl gasoline and thank you? 

Od. The other 25% might have a little difficulty. 

Q Yes, and that difficulty. and that difficulty could be, 
could it not, minimized considerably by motor adjustment? 

4 No, I would not say it could be minimized. You could 
get away from the knock but you would lose powor, perform~- 
ance, economy and SO ON>s 

Q& That is right, you could got away from some superficial 
insult to your ears but that is about all? 
That is right. 

Q Now that is very fair. Now there are some other things 
that might be called restrictions in the marketing that 
E would like to talk to you about but first of all there 
1S no competition, true, truly competitive products 


with tetraethyl fluid in the United States or Canada, 


is there? 
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w-| Phero are benzol blends in the United States and I 
believe you have them in British dolumbta. I doubdt 
if you have any in Wastern Canada. 
The Ford Benzols? 
Do you have Ford Benzol? 
Yes, there is a Benzol Company that did market in the 
Ottawa district for some yoars,. 
v) Let me answer this way, wo have two outstanding blends 
in the States and if you use a percentage of let us say 
86 to 4VU Benzol, you will have a fuel which is every 
bit as good as Ethyl gasoline; now, of course, benzol 
and benzol blends are very much curteiled in their 
distribution because there is not very much benzol. 
Q They are sold in the United States in very limited areas? 
A Limited aroas. Phey enjoy a nice sale where they aro 
hut © am thinking now particularly of the American O11 
Company's products, gmico, which ia sold from Maine to 
Florida but entirely on the stca-coest. 
The Ford product is sold ~--- 
Around Detroit. 
The Ford Company merely makes a fluid to be added to ths 
gasoline? 
A benzole 
Just a benzol and it is added similarly to the way that 
Ethyl lead is added except in much larger quantities? 
That is correct. 
The same dangerous factor? | 
I would not be competent to comment on the toxic 


properties of benzol; there are some but I do not know 
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how much. 

Q Now there is one other product that I at least have 

heard of and that is iron hydronol? 

+ 

‘Is that iron carbonyl? 

Iron earbonyl, where do you get that? 

Iron carbonyl falls within our patent. We did a lot 
of experimentel work, spent a good many thousands of 
dollars in the laboratory and we were never able to 
get away from two very bed properties, one is that the 

ron upon condensation tends to build up across the 
electrodes of the spark plugs and in a very short 

time will affect the plugs so much that you will snot 
get any spark; the second is that you get a deposition 
in the cylinder of an oxide of iron; it builds up 
around your valves and all through the conbus tion 
chamber; we never could make it work. 

Q Then so much for ‘that product. Now it is fair then 
to pretty well assume that comzoerctally speaking and 
generally speaking you have no competitor? 

4 I think as far as the nature of our product is concernod 
for anti-knock purposes in small quantitios thore is 
nothing like it, 

Q How many refineries in Canada --- 

Q THs CHAIRMAN: Vhat about benzol, is it more 
expensive or what? | 

a a good benzol blend pretty nearly must draw about a 1 


eent premium over ethyl. 


Q MR. FRAWLEY: You mean to the refinery? 


1 
a 


: 
A 
oe 


* 
i 
: 
xi 


> f 
~ 


C-4 
6 


He We Kaley -11,750- 


B) To the public, that is the retail product, it is fairly 
costly, at least it is mere costly than gesolines 

‘et Now, how many refineries in Canada are there, in Fastorn 
Canada or in Western Canada, manufacturing and Mark oting 
a Standard gasoline say 70 to 72 or 73 octane, well 
using the same octane numbers that you used in your 


illustration figure? 


Yese 

Q “ithout the use of tetraethyl lead or benzol or some 
other? 

4 You say how many? 

Q How many of them are there? 

4 I have not hear of any. 

Q -4re there any, do you knov of any? 

b No, I do not. 

Q You license every refinery in Canada of any consequence? 

& We license those which have applied to us. 

Q Let me put it to you this way, those that are not lieensed 
by you --- 

é Yes. 


Q fre not making and selling standard gasoline, I will put it 
to you that way? 

You mean standard quality compareble -«- 

Q I am using, the octene number is all I an using. 

A Mr. Frawley, I must say that I am not competent to answer 
that because I do not know your grades of gssoline and 
there may be some that are sold that are as good as 
reforred to in there but I do not know. 


Q Without the use, I am eliminating benzol now and this 
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other product, iron carbonyl, and I am simply putting 

to you the possibility of there being any refineries in 
Canada moking, without the use of lead, gasoline compar-. 
able to the average "Q" gasoline which is sold throughout 
Ganada with your product added to it? 

again I say I cannot answer that. I do not know of anye. 
You do not know of any? 

& No. If you would like me to venture an opinion, I have 
not heard of any. 

Q Noe The Sun Of1 Company is an outstanding oxample in 
the Unitod States, that is amking a standard gasoltne 
without the use of tetraethyl lead? 

A Phat is correct and the Shell Gompany makes quite o lot 
of its gasoline without any leade 

Q  WNeither of those companies are, take the Sun first, it 

is not refining and marketing in Cenada? 

No ¢ 

If they are marketing ---- 

Let me change that, please Mr. Frawley? 

Yes? 


I think they are now, yes they are, I am sure of 1B. 


Oo & D & HD & 


But are they not marketing as eo eergs- a jobber in 
the Province of Ontario? 

No, I think they are shipping their own gasoline ines 
From an american refinery? 

Yes, 

Then that would be a non-leaded standard gasoline? 
That j© right. 


Now their operations are confined to the Province of Ontario’ 
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Thoy might go into the Maritimes, but I doubt it. 

In any event they are bringing in an égmorican refined 
product? 

Yese 

Then the other company, the Shell, they have a Canadian 
refinery operating? 

Yese 

But thoy are licensed? 

They use lead in Canada ae both products. 

So you may have just, your knowledge may not be as 
complete as you would like it to be but you cannot 
suggest any Canadian refinery that is making What I 
am oealling “standard gasoline", meaning by that a 

70 to 73 ogtané gasoline, without the use of load? 
Let me see, let me answer it this way, I do not know 
of any cne you have up here that oompares for instance 
with the Sun that is making a good gasoline such as 
the Sun is, without the use of lead. 

Now that being so and calling to your attentinn what 
the British American People told us the othor day, 
that in their new refinery which has just been completed, 
they are unable to make gasoline of this kind we are 
speaking of, 70 to 73 octane, without the use of lead, 
it is pretty safe for the Commission then to accept 
the proposition that without the use of tetraethyl 
lead in this province anyway, a refinery would find 

it very uneconomical and unsatisfactory to go into the 
making of standard gasoline? 


I would think that is trues 
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| That of course makes it very necessary that your granting, 


the granting of your licenses must not be subject to any 
undue rostriction? 

That is right. 

and you feel, of eS. :se, they are not subject to any 
undue restriction? 

Yeso 

Now you license also, you insist upon licensing also the 
Jobbers? 

Yese 

Who sell, well any soxrt of marketer? 

That.is correct. 

As distinguished from the refiner? 

Yess 

Snd a jobber making application to you, just simply 

a jobber making application to you for a licenso to 

sell Ethyl gasoline and "Q" gasoline finds himself 

faced with two different regulations then, does he 

not? 

No, I do not know what you are leading up to, Mr. Frawley. 
What I mean is this, I ama jobber selling gasoline in 
the Province of Alberta, not manufacturing any gasoline 
or certainly no first and second structure gasoline and 
I go to your people for a license, am I given a license 
to sell Ethyl sasoline under mr: own name? 

No, Siro 

Am I given a license to sell "Q” brand undor my own name? 
YeSe 


Now why, that is what I moan by being faced with two 
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regulations and why is that, Mr. Kaloy? 

3 Going back to my statements which I made before, we 
service and look after the existence of a minimum 
quality of Ethyl; we practically guarantee the 
quality to the consumer through our advertising; 
now caming back to the jobber, if a jobber had his 
own brand and we found dilution, as we did, and I 
am talking now from past experience today, because 
10 years ago we did issue lieenses for two jobbers 
for their own brands; we found that not all jobbers 
are good jobbers and not all jobbers are even dis- 
interested in substituting or diluting a product and 
we found Ethyl gasoling, when we took samples from 
curb pumps of jobbers who were just doing that, when 
they had their own brand we were never able to trace 
that gasoline back to the refinory from which it oamee 
Now we hold the refiner mostly responsible. Wwe do 
have jobbor lLieenses and we do reguire the jobber to 
agree not to adulterate or substitute any product 
but at the same timo basieelly it is the refinor that 
we hold responsible for the maintenance of quality; for 
that reas wo only issue jobber licenses to jobbers 
to sell under the refinery brand because we want to 
make the refiner responsible. 

Yose 

A If thero was a jobber with his own brand the refiner 
would simply wash his hands of where that gasoline might 
end up or how it might ond up so long as his brand was 


not used. 
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Q I know, but I suggest to you you have a perfectly good 
remedy, if I am otherwise a reputable person 
or corporatiok desirous of entering into a gasoline 
pusiness of my cwn and not desiring merely to sell 
Imperial Oil Company's Ethyl or the Texas Company's 
Ethyl of someone else's brand of Ethyl, but to 
develop a business of my own, why are you not satisfied 
with my own personal honesty and integrity and if I 
violate your regulations, then cancel ny license? 

A The great trouble with that is, Mr. Frawley, we might 
very well recognize your honesty and ability to operato 
in the manner in whieh we want and you would fulfill 
all that but you must remember that we have issued 
licenses to 15,000 jobbers and there are 10,000 who 
would want exactly the same thing we extended to you 
and in that 10,000 a given number would cause us 
trouble; in other words, I will put it on the precedent 
point of view, if you wish, if we could pick and be 
suro of the men, of the jobbers that we issued such 
licensesto and restrict the others, perhaps your plan 
would work but you have got to treat, at least it has 
been our experience, we have treated everyone the same, 
refiners or jobbers and if we would issuc such a license to 
you, another fellow over here, he may not be honest, 
again, well he would have to heve the same treatement. 

Q E am wondering if you esn see all the implications of it 
from the standpoint of the person in the busincss; now 
Ethyl gasoline is a quality product? 


Yes, 


> 


Q And it is very extensively advertised? 
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Yes, 

And it is desireable always for the man to get the 
advantage of the national advertising that any 
commodity has? 

Yese 

But by virtue of your system I would be, ho matter how 
honest I might be or financielly sound or how much 
security I could give you or how many bonds I might 
furnish to you; you would require that I would give 

all of the advantage of that advertising of your best 
quality products to either the Imperial Oil Company 

or the British American O11 Company or the Texas 
Company so far as tho Province of slberta is concerned, 
have you ever looked at it in that way? 

MR« BLANCHARD: Or any other refinery that 
has a license. 

MRa FRAWLEY: Yes. I just mentioned those 
beceuse they happened to be tho refinorics. 

4 In practice, at least in the prectice where I ama little 
more familiar with it, Mr. Frawley. the thing works the 
other way; there used to be, some 10 years ago, a 
great tendency of jobbers to use their own brands but 
as the refineorics offered to them, and provided thom 
with advertising, by far the great percentage vf them 
have swung over to the rofineryno 

G, It may work that waye This Ethyl trademark is as 
well advertised as anything on the American Continent, 
I take 1t? 

a Thank youe 
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Q It is in fact, but you keep that trademark from 
anybody but your refiners? 

y: No, not at all. You aS a jobbor will buy Bthyl 
gesoline from a rofiner. 

Q But my identity is lost entirely. My identity is 
lost. I simply sell it as Imperial Ethyl. 

4 You still heve the use of our trademark as far as 
we are concerned. 

Q But I camnot use that trademark,ultimately use it in 
the building up of a business of my OWne Howeveres.ee 
THE CHALRMAN: Mr. Frawley, will we get 
copies of the Exhibits which were put in, "499", "oo" 
aaa ood 7 
MR. FR&ULEY: Yes, we will havo sopies 


made for you in the morning. 


( St this stage the Hearing was adjourned until 9-00 de Me 
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H&RRY WESLEY KALEY, having 
been recalled, examined by Mr. Frawley said: 
“well, Mr. Kaley, you will recall when we adjourned 
yesterday I was Giscussing with you what I was putting 
to you as rather, woll politely putting tho objectional 
restriction on the distribution of your Ethyl, of your 
premium product, in that you did not permit the 
individual jobber or distributor to market Ethyl gasoline 
under his own name; now have you anything further to 
add to that this morning at all? 
Nothing more than I said, Mr. Frawley. If we were to 
issue a license to any jobber to market under his own 
brand, we would have requests from a great many others 
and inasmuch as we have 15,000 jobber licenses I an 
sure those requests would be numerous and from past 
experience based on the fact that we desire to control 
the proper pump markings and quality we would not care 
to do it. 
Then the only thing I have to add then is just to call 
to your attention what I will suggest to you are 
departures from the strictness of that rule insofar 
as this Province is concerned; L, sadel to your 
attontion the operations of the North Star Oil Company 
in Alberta; why do you permit tho North Star cil 
Company to sell Imperial gasoline under ‘the name 
"North Star Ethyl"? 
We make no territorial boundaries so far as our 
recognition of the controlling company is concerned; 
we recognizs Forth Star as a rofiner and the fact 


that theizx refinery is in Saskatehevwan makos no 
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difference to us; we would recognize them as qa refinery 
in Alborta and not as a jobber, 

Well then you see how far, I put it to you that the 

North Star Oil Company, it is true has a skimming 
operation in the city of ‘iinnipeg which we were *4old 

the other day, and I take it you as General Sales Manager 
of the Ethyl Corporation, you are femiliar with, the 
refining operation of that company does not extend 
beyond, I think, the Provinee of Manitoba and probably 
not the whole of the Province of Manitoba; in other 
words £ put it to you as it was put to us, it is a 

small skimming operation making your prcducts with 

the addition of lead from Texas crude, that is the 
operation at the moment and throughout the Provinces 

of Saskatchewan and Alberta the North Star Oil Company 

is a jobber, pure and simple, certainly in this 

province, only a jobber, and I put that to you as an 
existing tact and your answer is that it is a refiner 

in the city of ‘sinnipeg and that insofar as you are 
concerned you license it to buy and sell; in other 
words become a jobber anywhere in Canada and sell under 
its own name, your Ethyl gasoline? 

In the first place, ir. Frawley, as I recall Mr. Clayton's 
testimony, it is not just a skimming plant; I bolieve 

he said they had a cracking unit over there. I am not 
sure about that. 

I did not understand so. ; 

I may vory well be wrong but roally to answer your 


question, the very fact that they produce their own 
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products there and buy them here and resell them, 
makes no difference in our opiuion of them as 
refiners; now, if you recall the first clause under 
"Sales" in our license permits one refinery to buy 
products from another refinery and resell them and 
that is the reason fnr that clause. t is done every 
day. 

But I am unly suggesting where it leads you, take the 
Lion Oil Company, they have recently got a refiner's 
license from you? 

Yese 

Let us assume that the Lion Oil Company goos over 

into Manitoba and starts a jobbing operation there, 
purely a marketing operation, they could not possibly 
take their refined products into Manitoba or say into 
Ontario, to even extend the illustration, you say 
nevertheless, to us, to the Hthyl Corporation the 
Lion Uil Company is a refinery and "you can sell 

Lion Ethyl ail over Canada"? 

Anywhere in their license. 

Anywhere they are licensed? 

That is right, any territory. 

THE CHAIRMAN: By the province. 

MR. FRAWLEY: ell, assuming they have a 
license frum every Government of the provines in 
which they operate --- 

I say if on our own license. 

You give them a refiner's License and you care not where 


they use that refiner's license once they have qualified, 
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as it were, as a refiner, then the restriction, I 

Will say, of that Company's name in association with 

your Ethyl gasoline disappears and they cen sell 

Lion Bthyl in Ontario although they were buying it in 
Ontario from the Britich American Oil Gompany or in 

Quebec even if they were buying it from the Impertal, 

in the Meritimes, althcugh they were buying it thore 

from the Texas Company, that would matter not at all? 

That is correct. 

Now I will put another suggestion to you, you have 

granted a refining license to the Bell Refining Company? 
Yes o 

Now, I wonder, I do not want to put this suggestion any 
stronger than it should be put, but I wonder, what care 
you take or What concern you have as to the discontinu- 
anee or non-user, I should say, of that license; I put 

it to you that there is a non-user of your license insofar 
as the Bell Refining Company is concerned now and probably 
will continue to be stch, is that no concern of yours 

so long as that Company retains its corporate entity? 

Js long as that Company retains its corporgte entity we 
would continue with them without cancelling their refiner's 
license. 

Now IT want to put to you what the result of that ih 
my submission is, the Bell Refining Company is a marketer 
pure and simple in the Province of Alberta and a very 
limited marketer. does not go out of the city of Calgary, 
with I think one small exception, a small operation in 

one outlet in the city of Edmonton, perhaps a very very 


few, a very small jobber operation, we know owned by the 


oe 
enh reel 
ey 
_ } 
ow 


q 
” 


a8 H 


4 
3 rr? 
re os ss 
é 
oh aes 
2 is ma 
5 ce 
mae ; 
-t 
a: i 
ca a 
‘ ty 
we a 


= ne 
3 
coe 
prey 
“, 
J <i 
-— es 
i 
eG 


~~ 


~ 11,762 - 


British American xefining Company, and it is as a 
Jobber that it competes with other jobbers such 

as Mackenzie and other rofineries such as the Lion 
and Mayland and so on but the fact is that that 
company, by viture of this refining license which 
they do not use, is entitled to produce and sell 
Bell Ethyl and get the advantages that I put to you 
yesterday of the national advertising associated 


with your label "Ethyl Gasoline", that is a fact is 


TL Ou 


"ell, I would like to answer that this way, Mr; Frawley. 
I think it is true that thore is, that it is perheps a 
bit inconsistent and the only way I would answer that 

is this way, we have never cancelled a refiner’s license 
merely because thoy were taken over vy somebody so long 
as they retained their corporate ontity. We have never 
cancelled a jobber's license, In other words, we are 
Slow to cancel any kind of a license, once the holder 
has it. Now it is entirely possible that we should 
cancel the Bell licenses. I am not prepared to say, 

if they no longer refine and market merely as a jobber, 
it is in effect extending to the British sjmericsn Oil 
Company the use of two brand names I suppose, Now that 
would appear, and I think that you have some right to 
feol that we are inconsistent in that respect, but as 

I say the resson we have not taken any action is exactly 
the same as perhaps we have not in other cases that is 


we do not like to cancel licenses once they ars in 


existence. 
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Well that is a very fair answer and I put it to you 

again and with no desire to flatter you or your 

Company, that there is a great deal of prestige attached 
to the Ethyl label and you should be coneerned to see 

that there is no discriminat‘on and I put it to you it 
amounts to a disecriminsatton to permit the Bell Refining 
Company by reason of the aon-user of its refining license 
and its operations only as a Jobber, to take precedent 
over some other jobber to whom you have flatly rofused 

to grant the use of the Ethyl name in connection vith 
their products; how I cannot say anything more than 
that. I simply put it to you that probably that does 
amount toa situation which should not be continued end 

I also put it to you, and of course to the Commission 

for its consideration, that you should make some distinction 
between the operations of a refinery as a refinor tn 
certain territories and the operations of that firm as 

a jobber in other territories: I put it to you, Mr. Kaley, 
that the forth Star Oil Company is regarded by no one in 
this territory except as a jobber and it is policy on 
your part perhaps to permit that company to take advantage 
of its refining contracts to purchase its requirements 

in this territory from another refinery under its own 
name but I again suggest to you the way it vorks out, the 
way 1t works out in this particular territory? 

I certainly cannot go along with you on your viewpoint 

of the North Star, Mr. Frawloey- I think that goenorally 
speaking I would imagine that the layman on the street 

in Jlberta believos that the North Star is e POL UOMse aL 


would think that. The people in the trede may know 
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because they may know that they buy and sell their 
products but I would, ~ and I am just guessing of 
course, ~ but I would think that the North Star is 
thought of as a refiner, Now I do not think those 

two cases are comparable at all, I mean the Bell and 
the North Star and we must, certainly would consider 
the North Star as a refiner rogardless of where they 
operate; they are probably holders of a refiner's 
license and are known by that. I mean your Governmental 
license for a refinery. 

Q, There you are again, in this proviece they are licensed 
as Wholesalers and that is all, just lieonsed as whole- 
Salers. You see thore is a provincial jurisdiction as 
well as a Federal one. The refining license, I may Say, 
is a Federal license which is not gvanted, the province 
itself has nothing to do with this license up to date 
although one never knows when they may start to, but in 
this province the North Star Oil Company is simply 
licensed as a wholesaler of Ethyl products? 

4 About the only answer I can make to you, Mr. Frawley; is 
that we consider them a refiner. We have many, many 
cases among our refining licensees where they market 
their own products in one territory and buy and sell in 
others and from our point of view at any reto, they are 
refiners and are entitled to the use of their own brands» 

Q You have instences of that in the Unitod States? 

Oh many, many more than you possibly have here. 

Q Yes, I would suppose you would have, well, I will leave 

it at that. Ss I say again thore is a value attached to 
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the use of the Ethyl label and T think you should be 
zealous, - as I am sure you are honestly trying to be, - 
to see there is no discrimination among the same group, 
I put it to you, in the industry? 

We certainly are trying not to show any discrinination 
among any of our licensees. 

Now you have said, and I just want it on the record e-- 
THE CHAIRMAN: Before you leave that subject, 
Mr. Frawley, of the jobbers, why do you issue jobbers’ 
lieenses at all? : 
The jobber, Mr. Chairman. buys by tank car from the 
refinerye He may be located in an area entirely apart 
from tho refinory or outsido the refiner's supervisionoe 
In many cases if the =efinor is not in operation near 
the jobber he may have no control, he may have no super- 
vision whatsoever ovor the activities of the jobber. 

Now as I said yostorday, the jobber's liconse which we 
issue asks the jobber to do two things, one of them is to 
see that the regulations are adhered to; that is the 
Warning sign on the pump: the second one is that he 
Shall not dilute or substitute. If the refinor has 

no semblance of control or suporvision over the jobbor, 
we find that in many cases the jobber pays no attention 
whatsvever to the posting of warning signs and he may 
substitute inferior products; for that reason we would 
like a separate agreement with the jobber whereby he 
agrees to observe thosc things, Doss that answer your 


question. 


THE CHAIRMAN: Yes. Now what useful purpose 
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does the jobber serve in your opinion, you have considered 
this, 7 suppose, in connection with the trade? 

That is a question, Mr. Chairman, which I am not qualified 
to answer, I do not believe. I have never been in the 
oil business myself. From observation I can just give 
you a personal opinion, which is this --- 

In short, why this particular middle-man? 

It is only a personal opinion but I feel that the jobber, 
nine out of ten of them are locsl men. They have friends 
in a given community. They are usually mixed up in civic 
activities of one kind and another, fraternal organizations, 
they have a standing and a hold in the community that very 
often the larger company cannot gain and that standing 
delivers to them a cortain amount of business and it is 
very hard for the division manager or the agent of a 

large company, going in thero and starting a branch, to 
secure, and I think it is the local nature of the jobbor 
and the fact that he is a member of the community that 
brought him the business. 

Now whether he is a justifiable 
part of the oil industry or not I am certainly not prepared 
to say but I do feel that that is the reason the jobber 
became a part of the oil business. 

He, of course, might get more businoss for the particular 
company waose products he is selling, one can understand 
that? 


Yes. 


But when there are four or five outlots in one town under 


the jobbers! names, one esn understand that the products 
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of the particular companies or company for whom these 
jobbers act, would bo increased in vo Lume ? 

& Yes. 

Q The sales of it would be? 

4 Yese 

Q But from the standpoint of the public, what part, useful 
part, does he play, if any, that you can suggest? 

d Mr. Chairman, I am afreid my exporienee would not qualify 
me to answer that. £ just do not know. 

Q MR. BL.:NCHARD: Mr. Chairman, before we leave 
this question of jobbers! licenses, may I ask one question? 
MR. FRuWLEY: YeSe 

G MR. BLANCHARD: In jobbers' licenses you have 
the refiner's brand mentioned? 

é Yes. 

Q For instance in the Lion? 

vi) On Ethyl, Mr. Blanchard. 

Q On Ethyl? 

P| Yes. 

Q For instanee in the Lion contract it is "Texaco"? 

4 Yese 

Q Now ts there anything to prevent ---- 
MR. FRAWLEY: In the refiner's contract? 

Q MR. BLANCHARD: No, in the jobber's eontract? 

b In the jobber's contract. 


“hieh is not in force yet, althouga there is now a refiner's 
contract issued, but in that jobber's contract it provides 


that they must use the brand, the Texaco Ethyl gasoline? 


Yes. 
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Q Now) is there anything to prevent the Lion Oil Gompany 


as a jobber, I am teking it as one example --- 


& THE CHALRMAN: And they now are, I take it? 
di Yese 
q MRe BLANCHARD: 4s they now are, is there 


anything to prevent tho Lion Oil Company from notifying 
you next week that they proposed to use the British 
American Brend or the Imperial Brand, that is can they 
change their refinery connection? 

Bs Oh, you mean can they change from the Texaco Company 
for instance to the Imperial or the British american? 
Or any other? 
Or Gas Products? 
Or any refinery? 


Q 
ve) 
G Yes. 
b 
q 


YeSa 


at will, so far as we are concerned, they cane 


k> 


Q You do not dictate what refinery they are to be tied 


up with? 

a Not in any cases They can make their own selection of — 
the supply. 

Q THE CH.IRMiN: That is not so, of course, with 


the "Q" brand? 
3 Yes, it is. They can make the selection of their supply 


there and they not only can make these selections but if 
licensed under their 2o~n individual brand they cen buy 
from any refinery or two refineries at one time if they 
desire so far as we are concerned. 

Q THE CHAI AMaN: im I wrong about this, they 


may not sell gasoline under their own name? 
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Yes, they can sell gasoline under their own brand. 

They do not have to associate any refiner'’s name with 

that? 

NO, Bis 

MR. FRAWLEY: That is tho distinction, 

Mro Chairman. They permit jobbers to sell "Q" but 

they very carefully rostrict the jobber in tho sale 

of the Ethyl, in the name he uses in the sale of Ethyl. 

Now, Mr. Kaley ---- 

THE CHATRMAN: Just why is that, if you 

please? 

I can answer that very quickly, Mr. Chairman, in this 

Waye If you will recall the standardization characteristics 

of the two products, I said we are not so much interested 

in the quality of "Q" except that it must be a good gasoline, 
Wwe do not attach our trademark to "Q" and there are no 

minimum specifications for "Q" but when we come to Ethyl 

we have established qa minimum specification. It must be 

an excellent gasoline of a certain quality. 

Yes? 

We have attached our trademark to it on which we built up 


good will. 
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I remember well what you said about that but why are you 
so interested in Uthyl being a perfect gasoline, so far 
as may be, and comparatively disinterested in the "Q" 
brand that is going to a greater number of people? 

We look upon the use of lead in "Q" brand more as 
competitive with other means of setting anti-knock. In 
other words, it will give you very much the same anti- 
knock value by cracking or by additional benzol or by any 
other method, and lead is merely competitive with those 
other methods. 

Butimotetoueny extent, as 1 understood you yesterday. 
Your competition is not great. It is local for benzol 
end, not at all serious for the other products? 

Pheer itiemoniytor Alberta, Sir. There 16a som or 
competition in the oil industry between the use of lead 
and other means of securing anti-knock. 

MR FRAWLCY : Not in alberta? 

Not in Alberta. 

THE CHaIRMAN: What is that competition, if 
you please, if I am not taking you back over too much 
ground. You add this benzol blending fluid? 

+ CB 

Andithen there is iron carbonyl, is 1%? 

Carbonyl. 

How do you spell that? 

O-a-r-b-o-n-y-l. 

That is negligible? 

Yes, Sir. 

I understood you to say benzol while real competition 


where they did compete? 


ay 


Shier 
‘ Se 
. 
an 
: ons 
tp- 
wes 


rr tes, 
ae 
oa . 


, 1 : 
- ie See = 
+ q ot 
Mae : 2 
- Es ers - 
q = 
=i 
= 


= a 
le a 
a. tie 

wea 


> Oo & 


poe) 


fe 


& 


SMA yn), 
Me ¥e: KALEY. 


PielSenot sreat. 
Was not great competition? 
Mateus rieht, yes Sir. 


That was local? 


And relatively small? 

ee Ly. 

Now, what other competition have you? 

The ones you have mentioned are addatives as is tetra- 
ethyl lead. But you can secure anti-knock value in the 
product as high as, well, there is no limit, by means of 
cracking, thermol or catalytic cracking, and polymerization. 
Yes? 

And isomerization. There are various chemiocaismeansryos 
refining technique that will give you high anti-knock. 

I think it is better to classify the whole bunch as merely 
means of refining. 

Yes, I see? 

Bndsreforming is another one commonly practised. 
Whatepercentage of refineries in the United States and 
Canada would you say had made use of your tetra-ethyl 

lead as distinguished from attempting to get anti-knock 
value in the ways you have last mentioned? 

Those ways I have mentioned, Mr. Chairman, consist of a 
gombination of those methods plus the lead in most cases. 
There are very few refiners who do not use any lead. They 
use some lead but they secure a certain amount of anti- 
knock value by various refining methcds. So that even 
within one refinery we are competing with various refining 


practices. They might decide to crack or reform to 4 
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higher octane number or they might decide to crack and 

reform tu not such a great extent and add more lead. 

The two processes, the use of lead and refining for anti- 

knock are competitive within any cornpany. To answer your 

question specifically, there are only very few refiners 

of any size in tne United States that do not use some lead. 

And in Canada, well, I think I am right in the same statement, 

there are very few of any size that do not use lead. But 

it is not necessarily the case, and when I re ntion competition 

with cracking processes of either using one or the other, 

They mostly use both, but to a greater or lesser degree. 

Do 1 make myself clear? 

Yes. 

MR. COMMISSIONER LIPSET?: Mr. Kaley, you ne ntioned 

to the Chairman sometime ago about these jobbers? 

licences, and I gathered that the reason for them was 

insuring a warning notice being put up on the pump and 

to avoid dilution chiefly? 

Yeo, .01r, that is the main thing. 

I should like to follow that up a little bit further and have 
yYUWexplain to us how the licence to the jobber wiil insure 

that result when the product comes to the dealer? 

Do you mean the jobber's dealer or any dealer? 

I mean any dealer. The dealer that the jobber as a 

wholesaler supolies as distinct from the service station 

that he runs himself? 

We feel that if the jobber signs the licence agreement 

with us am our representative calls upon him from time 

to time the responsibility for his dealers rests upon him 

and it is assumed he is near enough to his dealer that 


he will check on the dealerts pumps and his qualities and 
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if he fims dilution or failure to observe the precaution 
notices that he should take some action. He is the 
responsible party along with the refiner who supplies 
him. I think the difference there in that we require 
the licence of the jobber is-due to the fact that the 
jobber may and usually is located some distance from the 
refiner and may have no supervision from the refiner. 
But too any dealer may be situated a long distanes from 
the jobber and the onus is thrown on him that he will go 
out and check up the dealer once he sells his product? 
He signs the licence with us whereby he agrees not to 
dilute or substitute and also to see that his dealer does 
not dilute or substitute. 

Has any attempt ever been made to enforce that? 

Yes, Sir. We have collected samples,and this has 
happened many times in the past,and found that dealers 
were diluting and substituting, in which oase we took 
it up with the jobber and usually we have never had to 
to eo far as to say "Now, you must stop selling that 
dealer", because when we tock, it up with him and it is 
called to the dealer's atten’ ion he knows he is caught 
and it is usually sufficient that he won't do it again. 
MR. BLANCHARD: That 1s covered by the 
standardization clause in the jobber's contract. That 
is clause 3 in the jonber's contract in which it says : 
"Purther, whenever Licensee sells said gasoline for 
resale it will obligate the purchaser to comply with 

the terms of this clause entitled ‘Standardization, ' 

and will ceserve the right to cancel its contract of 


sale for breach of such clause.” 
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That is the control exercised over the retailer. 

MR. COMMISSIONER LIPSETT: You think in practice that 
largely controls the situation without having any contract 
Or litenee with the individual dealer? 

That has been our experience, Sir. The dealer must be 
served by tank wasgon so there is always someone to check 
up On him. In other words, he secures his products from 
the tank waggon, either of the refiner or the jobber, 

and there is really no need when you put the responsibility 
on the person Who serves him. 

TH CHATRMAN: That is equally true when ime 
gonber gets his »roducts from the reYiner too? 

Not necessarily, because the jobber might buy by tank car 
and very often it. has been our exjerience, not necessarily 
here in Ganada but in the Otates, that refiners are only 
iviere sted (in eetting an order for a car of gasoline, 
Shipping the gasoline and getting their money for it. 

A&A great many of them do business just by telephone. 

They have no salesmen in the field at all and consequently 
no supervision of their customers. 

MR. FRAWLEY: Mr. Kaley, I do not want to be 
threshing old straw. ‘You said yesterday there were no 
refiners! licenoes had been refused. I take it by that 
you mean all licences in this jurisdiction which have been 
applied for have now been granted? 

Have now been granted. I found out after I left the room 
last night that one of them had been rejected and afterwards 
issued. 

ag late as July, 1936, the Gas & Oil Products Limited were 


refused a licence by Mir. Taylor, your General Manager. 
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They have now in the year 1939, is it, have been licensed? 
Yes, Sir, they are now licensees. 
Is the Goodrich Company operatine near Toronto, with 


respect to which there was a lot of talk one time, are they 


licensed? 
I think they are applying for a licence right now. “jut I do 


not think any action has been taken up to the oresent. 
That means they have been in the srocess of ap lane e ro re & 
licence for a considerable time? 

Yes, I know they ap»roached us sometiie ago. 

Don't you recall that was brought very much to the fore at 
the time of the Tariff Board Hearing in February, 1938, 
that the Goodrich Company went and orotested very loudly 
fontherTeriztr Board? 

Paid not know that. The application for refining 

ler ueeseerco lanied in our office by hr. Way lor ee 
NhandVertiem™ in his. absence, but they are handled “entirely 
Ver. 

That is’ only of passing interest. vhether it is a change 


of heart or not it is a very good thing to know now and 


have on the record that all persons who have a»rplied for 


licences in tivis Province, particularly the refiners, mye 
been licensed? 

Met, 2S rishi. 

The same situation exists with regard to applications for 
yovvers!' Licences? 

Yes 


ee aad 


’ 
You go throuch a certain routine when you get an application 
for a licence, don't you? 


Yoo". 


You examine the quality of the base stock which the refiner 
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intends to use? 

Yes, Sir. 

And you examine into the financial ability of the refiner? 
Yes. 

Why are you very much concerned with that? 

We expect to be paid for the products we ship. 

You. could just put him on a cash basis. You seem to po, 
bes am informed.correctly, you take considerable pains 

to find his financial stability generally? 

The reason for that is, Mr. Frawley, if he is a prospect 
for, let us say, a small car of fluid, that. isean 
18,000.00 investment. 

Yes? 

And that is a lot of money. 

How about drums. Let us forget about tank cars, I do not 
think some of our refiners could handle a tank oar? 

Well, 16 drums of fluid is worth approximately $5,000.00 
and even that is quite a lot of moncsy to a very small 
plant, as you seem to be talking about now, in Alberta. 
We have lost money in the past due to bad debts, 

bad credits. 

Yes. It is nothing more than the desire to make certain 
VOU ere foiling To. be paid for grour, produet? 

That is correct. 

Because whether he is wound up does not matter a great deal 
LO vou \soO long as you. are. paid for youn »roduct? 

Whether he is what? 

Whether he goes into bankruptey, after he pavs for your 
produc t? 


“Te would like to do business with people who have had a 
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continuity of business life, if I make mvself clear. 
People who have been in business and we have every reason 
to suppose they are going on. “e have, varticularly in 
the St:tes, and through Texas, quite a few of what you 
might term "fly-by-night" refiners. They follow flush 
production. They are in and out. 

YOu, GO not Like to play up too much with them? 

No, Sir. 

Dijete Le enother thing. Is it @ practias)] Ssagzestion 
to ask your ecmpany to afford some warehousing facilities 
in this faraway nlace from your point of manufacture in 
Deepwater, New Jersey? 

I think it would be most impractical for us to do that, 
Ur. Frawley. In the first nlace it would not pay us to 
do it. The amount of business that we would gain in 
Teenerivalley, 1 assume you are thinking of whet reid 
and the small refineries there, the business we would 
gain would not pay us to establish any. 

I do not mean only Terner V,liey. Well, yes, Turner 
Valley production. Take Calgary, that would seem to 

be the logical place with two fairly large refineries 
and two or three others in the district? 

Well, if you are speaking of the companies who lave 
refineries here, I mean our licensees now, the Imperial 
and. the Bi; A. and the Ofl & Gas, and so on,. they ars 
perfectly willing to go on as they are now. 

Buying in tank car quantities? 

The only adéitional business we might dig uy by doing it 
would be the small refiners at Turner Valley. 


Where does the product move from. It does not ail 


move from Deepwater, New Jersey? 


Pe pa 


ath. ash ee 


ane ohe: prres pasa sy ie 


eo THON. pie ov S05. 282 tes ‘ak, 30d sped ody 


f 


ae afthe eiaptyort ae SONS a Be ry ‘ety. eaug iedocgen. ot 
i) =~ yoy tae Seg: A SEP 4 pare’ Aone fae, geet ete. adh 


- 7 ‘ » } ‘ : Pe 
Ss Ment) woltot.ygal seme toy "g do toi-ed—¥se” miei Agta lat 
. ten ena wt bie -Yedt” -sobtouborg ‘ wie 


oticen 2 3 bo. dese o6r Ge Wate —- oat ton £3) 210% 9 
bc * ne, 1 . rte a 
\ : ror eonnwe ’ Taad? Carty toes agnrng nasttoms wt! es 7) | ye 
| eoigtiic Teor Oe wens of +2 ot ei inet. SHEN ie6 fe 
at kin F027 eo. ho FEE ae | eon fd) qews15 > eid? ot | 
Pyeescole wer tat engord We . 


Sead ok ot an co8 taattaorvgat Jaoned Slucw $2 set a > 


Ov 20a » Red Has dtd ote £7 SES Oate nl SV iwi op) a tan 
. . 7 . eae 
4 > ~ ‘ le . é 
ve. ales, bie. Sere eesotecd Yo tavuome sit set Oh ar 


DHIBAS Ieee. to ei lites oe Gon pit ses ft yere V. seo7eT 
Smee oe : 1 zi ‘ ¢% 4% #2 


hive Zonteod vt (erate nettrosfret Liave oag Dae 
es iia et 


‘se l6ticgetas of mag ysq Ton hrodw ates 


a . ‘epee (la md fe” elt 9 tea vino neae tom ob. T 

| tet mene: bliuew fait. eae watad Sieh odteuheng valley : - 
_eetsartts Len tol ytiie®. om: Ab iw nog ic faptaut head od 
car »Ptolstedh eng whe eiatito seunt. m0 ant pa 

r ‘ mn: bil. ale 82 ne crroe: ont $0. Hoge atk BON, Hay ier 
“afepscont ast ah aes quid: ABO 1 m «thio faon ‘to 


oe uate: nat ee de fais. oa 0 sat Sa aes 


viet -S8 wend: Bh: ry: 93 


:#e9 a itayup 7 74 


fo enone fas 


Suerar ae rio 


——— a 
—— 


A 


iD) 


>) 


Pigtails accllerre =11 5778 


S11 of the drum shipments come from there. “‘e are not 
equipped at Baton Rouge to ship in drums. 
Wherever it goes, it goes from those two points? 


eo 


Seattle, for instance, refiners in that part of the United 


States must buy their product from Baton Rouge or New 
Jersey? 

Onesor whe other. 

IT have only one more thing to discuss with you, it is 
something that we have heard considerable about. Your 
iteences: areiimited tterritorially, generality epescingy 
Yes. 

iene usitinsofarias this territory is concerned, one 
outstanding exception? 

Yess 

The Texas Comoany? 

Yes. 


Why that outstanding exception? 


We have taken the attitude on the issuance of licenees in 


Canada - or I will change that. To begin with, we have 
not permitted refining companies, licensees, to ship 
treated gasoline into Canada because we have had the 
feeling that Canadian refiners were entitled to the 
Ganadian consuming business, primarily because they 
have an investment in Canada, they use Canadian labor, 
they have established themselves, most of them own real 
property. in other words, to puteiteal] minsaatew words. 


the Canadian business we felt should go to the Canadian 


refiner. Nowe tah) LSeno true lasz 
THe CHAIRMAN: are you speaking only of bthyl? 
PR. FRAWIE Y : T am speaking of---- 


Treated gasoline, both. 
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The two top grades, Ethyl and "Q" sasoline? 

That is not only true for Canada. ‘Ye have not permitted 
the shipment from any country to another country where 
it appeared that the demand was satisfactorily met in 
that country. We would not permit, for instance, a 
Canadian refiner to ship gasoline into the United States. 
No? 

Now, that is a general statement and an over-all statement 
of the picture. 

Just before you go on, let us be quite specific. If the 
British American Oil Company had a refinery at Coutts 
you would not let it send its lead-treated gasoline 
over into Sunburst? 

The only reason we would »vermit them to do that would be 
with the possibility of that exception which I am about 
to mention. 

Looe e 

In this Province the Texas Company is licensed to rarket. 
fomiicensed to----— 

Is licensed to market here in Alberta. 

TOuvesnean nb nolds a Provincial licence to-distripute: 

No, I am talking about our licence. 

Oh, yes? 

The Texas Company is licensed to market here and we look 
upon the Texas Gompany of Canada as a Canadian company. 
They have vey property. They have a brand established. 
They use Canadian labor and so on, the same as the other 
companies. ‘Je have taken the attitude, not only in the 
case of the Texas Company but in several other cases 
outside of this Province that if an american company has 


a subsidiary company in Canada we have extended, or not 
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extended, but issneQ a licence for them to market in Canada. 
I can tell you two more examples. The White Star Oil 
Company, located in Detroit, is an smeriecan company. Fer 
Many yeers they had a Subsidiary company which marketed 

in and around Yindsor, called the “hite Star Oil Company, 
Limited. The National Refining Company at Cleveland, 

an #merican company, were the owners, or at least had a 
controlling interest, I understand, in Canadian Oil 
Companies Timited. Now, when we issued licences to tho se 
United States concerns, which are exactly in the category 

as the Texas Company, we also issued licences to their 
Canadian affiliates, look:ng upon these Canadzan subsidiaries 
as Canadian companies in every sense of the word. Now, 

it is true rat we have refused, at leasttit ae not—-osq- 
THE CHAIRMAN : You are treating them as separate 
legal entities. You recognize them as Canadian companies, 
as such? 

pes oir, 
Could any refiner in the United States Ship to the Texas 
Oompany of Oanada, any refiner who is licensed by you? 
No, Sir. 

Wel’, then, you are not carrying that separate legal 
entity to its logical conclusion? 

The way that will »robably be done, I shculd think, if 
the Texas Company wanted to buy gasoline from a refiner 
in the States, they would buy it and ship it to their 
Subsidiary here. 
Yes, but you seem to be giving an advantageous place to 
those who have subsidiaries .n Canada, don't you. I mean 


why if fundamentally you act as you do, because the Texas 
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Company of Canada, for example, and we mention them as an 
illustration only? 

Lees 

You say there are others in Canada just the same. You 
think of them as a separate, entirely separate legal 
entity? 

Les, Ds 

# Canadian corporation owning property in Canada and 


paying taxes in Canada? 


Then if treated gasoline, treated with your oroduct, cen 
be shipped to them as a Canadian corporation, separate 
and distinet from all other corvorations, from the United 
States of america by a refiner there which may be the 
parent company it is true? 

Yes, Oi. 
Why sHould nov all other refiners be able to Ship ttoin¢ 
Principally because of this reason, that we issue a 


licence to the Texas Company to market in Canada, I am 


talking about the Texas Company in the States have a 


licence to market in Canada. another company could 


not do that because they would have no such licence and 
we would not issue such a licence because they have m 
subsidiary company. 

In short, the #«merican company that has a subsidiary 

in Canada, has the advantage, if it be an advantage, 

of shipving your product to that company in Canada? 

I think I must admit that is right. 

and if refiners in the United States want to get that 
particular naodie st into Canada they must set up 


subsidiaries here? 
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That is pretty much right. I would like to say this 

along that line, we have had many requests, and whken I 

say many it might be twenty or at least a dozen frum 
various refiners, to ship into Canada, and we have 

declined for the reasons which I have mentioned, plus 

the additional and more important reason that refiners, 
perhaps Texas or Oklahoma refiners, have no representa- 
tion in Canada. They have no salesmen even covering 
Canada. The only thing they are interested in is shipping 
a tank car from their refinery to Canada and getting their 
money and forgetting it, in which case hwe have no idea 

how the product will be handled. Now, if a company has 

a subsidiary in Canada, we can be sure of supervision 

of the product and that is the reason we have differentiated, 
I do not say it should even be a subsidiary, but an interest. 
MR. FRAITEY: I was going to ask you that. 

You said lastly that the licence was issued the Texas 
corporation to export into Candda? 

That is correct. 

Your product. mv if the Imperial Company had a breakdown 
in its plant to-morrow they could go, so far as you are 
concerned, they could go to Sunburst and get their require- 
ments and the Texas Cornoration could export the Imperial 


Oil Company in Calgary all its requirements? 


THE CHAIRMAN: I did not understand that. 
MR. FRAWLEY: Well. I hope that would be go. 
Hi CHATRMAN: I understood just the opposite. 


I am not sure about that. 
MR. FRawi BY: I think that is what you said. 
So let us look at the licence? 


I did not say that, “r- Frawley, because I am not sure 
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just how that would work cut. It has never wme UD. 
Exhibit "497", the contract which is issued to the Texas 
Company, that is the «american Company? 

Yes. 

ano any and all present end future subsidiaries of the 
Texas Corporation? 

(haters Light. 

The addcndum says the Dominion of Canada. It does not say 
to the ore single Texas Company of Canada. It says to 
the Dominion of Canada. Surely if tie Texas Corporation 
made issue of it with your copany, surely they are 
entitled to ship to anybody in the Dominion cf Canada, 
consumer, refiner, jobber or anybody else? 

Tit CHAIRMAN : I have not read the contract, 
But that is not what the witness said. I understood 

the witness to say that they would not allow them to ship 
into Canada except in case where they had a subsidiary here, 
and the Imperial Company, I am assuming, is nota 
Subsidiary of the Texas Company. Therefore, whatever 
they might do as a matter of generosity in a distress 
situation when they broke down, and all parties might 
waive the rules for a week, I did not understand the 
witness to say that that was the mle? 

When I answered your question I was not thinking about 
sales to a refiner. I was thinking about sales toa 
jobber, which would make a lot of difference. Now, as 
regards the Texas Oompany selling to another refiner in 
Canada, I do not believe that has ever come up. 

MR. FRAWOLY: No,, F do not believe it has 


ever come up. It is an operation between the Texas 
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Corporation and the Texas compary of Canada but I want 
to explore it all and gee what the situation iis: TI 
Simply put it to you having given them this contract 
you have given the Texas Corporation at Sunburst the 
right to ezport its leaded Droducts inty Canada and 
into anywhere in Canada, and to any consignee that is 
otherwise licensed to reecsive it by your corporation? 
That is correct. 

Pe he a jobber or a refincr? 

Yes. 


Is that not so? 


That is correct. 


(Page 11,785 follows. ) 
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Let us understand of course 
that we still have the right to say whether that license 
Shall be issued for exporting products and so on; the 
issue of the license is still in our hands so far as job- 
bers are concerned, 
srue, but if the X. Y. Z. Oil Company, just an ordinary 
jobber in alberta, was able to make some, estavlish some 
connection with the Texas Corporation in Sunbearst, to sell 
tte ptnyl as Texaco and its,"Q" as K. Y. 2., theniell the 
requireients would be met and tha i gasoline then could come 
from the Texas Corporation to the X. Y. 4- Company, a job- 
ber at Calgary? 

I would think that these arrangements would be made by the 
Texas Company of Canada. 

I know, and you see that is the faot, we know it is just 
as tight as that between the Texas Gorprration and the Texas 
Company of Canada, but I am putting to you the simple faot 
of your agreement, that is gil? 

Let As qkagikees it to you this way, -ire Hrawley, back in 
1930 when we signed the Texas Company contract--«-- 

The 28th of February, 1960? 

That is right, ani I think I am correct in this, that the 
Texas Company had distribution in Canada, up here--=-~ 
Some, probably, yes? 

Probably, now you can easily see at the time of pegotiate 
ing that agreement that the Texas Company, which is a big 
piece of business, we would not be in a poaition to say 
"Yes, we will issue this license for the United States but 


you cannot ship into Canada to your subsidiaries or affil- 


jated companies". 
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Now that is a very frank answer and I an not accusing you 
of any crime in connection with it, with the making of it, 
or indeed any crime now, but I want to put to you, not by 
way Of an accusation, but the very discriminatory way in 
which it is working out now; perhaps you know enough about 
it that I need not elaborate upon it? 

I only know this, ur. Frawley, if we would permit the im- 
port into Canada by licensees of ours within the States, 
there would be no control whatsoever sxercised in many 
Gases from the health standpoint or the quality standpoint. 
I know, iire Kaley, you said that, but let us take the Home 
Oil Company in Great Falls, which is the nearest neighbour 
to the Sunburst hefinery, having a license of yours? 

Yes. 

Let us assume the Home Oil Company is honest and are good 
marketers, refiners and marketers of petroleum products? 


Yes» 

And perhaps if they were not they would not be licensed? 
That is correct; 

Let us suppose they came up here into Canada and establish- 
ead two or three bulk stations cluse enough to the Southern 
line, say that they came in to warner, which is near the 
Southern Boundary, certainly they could not ship a gallon 
of leaded products into that station? 

There is absolutely no doubt in my mind if they esatablished 
themselves up here by the ownership of bulk plants as you 
state and had a supervisory force in Ganada we would issue 


a Canadian license to the Home Oil Company> 


All right. Now let us say, that seems to be the thing that 


moizes the big difference, now te have a company celled the 
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Artic 0il1 Company, let us assume they are efficient market- 
ers and honest and reliable, now let us assume the Artic 
Will have all the supervising force that your representative 
1.2. sacFarlane will---- 

way I interrupt you right there? 

Yes? 

Now that assumption that you ake may be entirely correct 

in the case of the Artic Oil Company but it may be that it 
is not the assumption in the case of some other company who 
may not be the kind of marketer you sentioned. 

I know- I do think, if I may be sc bold as to say it, that 
you have taken on the white wan's burden in trying to say 

it is just such a marketer that will do it in the right way 
and another marketer will not do it in the right way, I 
think you have to just learn as you live? 

We have had a lot of experience, i:r. Frawley. 
Take the Artic O11 Company, because that ia one I want to 
bring to your attention, the artis Oil Company cannot go 
down to the Home Oil Co:.pany and secure its leaded products? 
That is right. 
But it can go to another place ten miles away in the State of 
Montaua and get his products there, now why that? 

Will you repeat that. 

I say the Artic O11 Company today, this is the actual oper- 
ation, the trucks of the Artic O41 Company today and yester= 


day and tomorrow go into the Texas Company's refinery at 


Sunburst, fill up with leaded products and bring them to 


their stations in Alberta, that is actually what happens; 
now those samc trucks cannot go ten niles further or fifteen 


or twenty miles further, whatever it is, to the refinexy or 
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the Home 011 Company in Great Falls and @o tte sane thing? 
If that is being done, i.rs Frawley, that is without our 
knowledge. 

Iwill tell you how it is done--«= 

Without mine anyway. 

Certainly it is being done and this is what the Texas 


Company of Canada does about it, they sell them these goods 


on a Coutts landed basis, the transaction is between the 
Texus Cofipany of Canada and the Artic Oil Gompany at Coutts 
but the Texas Company, because it is good business and be- 
cause Of I suppose just good sense, they go dow there and 
let them get it, which I sug-sest to you you should let every- 
body do, they go down and do it, the Artis Oil Company goes 
right to the refinery in Sunburst and gets their products 


but they do not pay for it there, they do not do any business 


with them except the very important matter of gettim the 


product, then when they get to Coutts a bill is made out, it 


is charged by iir» weltabarger's company, duty paid and excise 


& 


and sc on from there, but the physical transaction is just 

as L have put it to ynuek Now I suggest to you, if that 

does not strike you as being, what shall I say, an abuse 

of the privilege you have given the Texas Coipany in this 
agreenent Lxhibit "497" (2)? 

Certuinly if it ie beifg done ft is #ithout our si | 
£t leayt I hed no knowledge of it. 

That is the way the Lion Company, that is the way all the 
jobbers, let us not talk «bout the artic alone, the Lion, they 


only have two, but they may have more than two tomorrow, 


that is the YTexus GFompany of Canada, all of the jobbers of 
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the Texas Gompauy do that very sasme thing? 

Strictly speaking that is a violation of the contract then, 
I say, between the Texas Company and us because that dem 
livery is being made by the International kefining Company 


in Montana who are not licensed to market in Canada and 


have no right to deliver gasoline directly to jobbers in 


Caradas 

Well let me put it differently, supposing they did not do 
that, supposing you pointed that out to the Texas Company 
ana they discontinued that operation and the stuff eld 
game through to the TexaB Company of Canada which has a big 
warehouse down at Warner neur the border, and then the 
Artic O11 Company came "Na took it from the big bulk plant 
at Warner? 

That is right. 

You would be satisfied with that? 

Yes, it is merely a technicaltity, liry Frawley, after all. 
T am not making a point of it going into the refinery but 


I am making a point of the fact that that jobber, duly 
Licensed to sel] your produsctse-- 


Yes. 


dnd therefore presumably an honest and reputable person? 


Yes. 


Cannot go to any other refinery in the State of Nontana or 
4n the whole of the United States of America but the one 


corporation, the Texas Company, and that is what I put to 


you as being discrimination? 


MR.» MELPABARGER: hire Frawley, hiay Iececm 


Re FRAWLEY: I would like to have lir.- 


Kaley answer that; any explanation you want to make you 
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might give later. 
MKe MELTABARGIR: luay I ask a question. 
Q THE CHA IRIAN: Anawer the first question 
hi Cel sary 
A I did not think you weve asking a question. I got it as 
a statenent. 
Q WR. FRAWLEY; I know, but I would like your 


viewa as to whether or not that is so or is not, I suggest 
to you that is discrimination? 

p: Will you repeat its 

Q Yes, I suggest to you it is discrimination that a jobber ~~ 
in the Province of alberta, setting out to market pete 
roleum products, desiring to market leaded Lthyl products, 
desiring to bring in iontana petroleum produsts, cannot go 
to any refinery in the State of Montana, or for all 
practical purposes, anywhere in the United States of America, 
but to the Texas Corporation at Sunburst, montana? 

A I think that is, I do not like the word "discrimibation" in 
favour of the Texas Company but it is a fact that the only 
United States Refinery who could ship gasoline in hore to 
be delivered to any jobber as the thing stands today,-of 
course there are other refineries licensed to market up here, 
who are not marketing,-but as the thing stands today the 


Texas Company is the only refinery that ean supply then. 


Yes, so I put it to you, one specific case, of a large taxi- 
cab company in Edmonton that went all the way down to Great 
Falls to buy his Ethyl products and desired to buy ordinary 
"Q@" standard gasoline from the Home Oil Company in Great 
Falls and had to come back with his tank empty, I think he 


bought something else , but I put this to you, if he had 
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Stopped on the way down in the City of Calgary and made 
certain arrangements with the Texas Company of Canada, he 
could have gone with that truck into the refinery at Sun- 
burst and filled up? 

You are tellimg me something there which I knnw nothing 
aoout. I wnuld like to say this, Nr. Frawley, if I may, 
there is no way in which we can cifferentiate between a 
refinery in montana and a refinery in Texas, is there. 

Yea? 

Now it so happens that you have this opportunity here tv 
run a track over the Border and pick up gasoline but is 
that any reason for allowing a refinery to ship into Canada 
from liontana than it is for a Texas Refinery to ship a tank 
oar into Canada? 

No, but let us not be too disturbed about the truck. I put 
is Ue youn ihe larger way-or- 

Yes, but that seems to be the particular issue here Of a 
man going down and picking it up and bringing it back. You 
might as well say a tank car from Texas. 


Yes, but whether it is a tank car or truck? 


Yes, and you limit it entirely to the Texas Corporation. 


TS nah beet ed Ge 


Now let us have i% 


THE CHAIRMAN: Let us make these questions 
shorter, dn you, do you limit it entirely to the Texas 


Corporation, is that a statement or a question? 


Tn thia Province, ur.» Chairman, the only, United States Kew 


finery that is in a position to ship into Alberta is the 


Texas Gomnany- That isa statement, not by license be~ 


cause others are licensed, but in practice that is the sit- 


vation right now and I have endeavoured to explain why. 
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Stopped on the way down in the City of Calgary and made 
certain arrangements with the Texas Gompany of Canada, he 
could have gone with that truck into the refinery at Sun- 
burst and filled up? 

You are telling me something there which I knew nothing 
aoout. I whuld like to say this, Mr. Frawley, if I may, 
there is no way in which we can cifferentiate between a 
refinery in wontana and a refinery in Texas, is there. 

Yes? 

Now it 80 happens that you have this opportunity here tu 
run a truck over the Border and pick up gasoline but is 
that any reason for allowing a refinery to ship into Canada 
from Montana than it is for a Texas Refinery to ship a tank 
gar into Canada? 

No, but let us not be too disturbed about the truck. I put 
ty vevou in ithe Larger ways“ 

Yes, but that seems to be the particular issue here of a 
man going down and picking it up and bringing it back. You 
might as well say a tank car from Texas. 


Yes, but whether it is a tank car or truck? 


Yes, and you limit it entirely to the Texas Corporation. 


Now let us have it--~-- 


THE CHATRi AN: Let us make these questions 
shorter, dn you, do you limit it entirely to the Texas 


Corporation, is that a statement or a question? 


In thia Provinse, ur. Chairman, the only, United States ke~ 


finery that is in a position to ship into Alberta is the 


Texas Gomnany. That is a statement, not by license be- 


Cause others are licenvxved, but in practice that is the site 


vation right now and T have endeavoured to explain why. 
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MRe FRAWLEY: For practical purposes the 
Texas Corporation are the only people who can bring gas- 
Oline in to the Dominion of Canada, in this particular 

part of the Dominion of Canada? 

Phat ls right. 

whsther they bring it from iJontana or whether they bring it 
from Port Arthur, Texas, is a circumstance so far as you 
are concerned? 

That is a transaction between their own company and their 
local company. 

THE C A Ttiiay : Now he accepts that premise 
and what is your question? 

we FRAWLEY: You said some moments ago you 
desired to limit tkese licenses territorially to the United 
States, American refinery licenses to the United States, as 
you do I believe in about 99% of cases, is the proportion 
to the Canadian refinery? 

I think so. 


And you would probably add to that~--- 


THE CHulRMAiN: Vhen thoy have a subsidiary in 
Gannd:, they heve control? 
Quite. 


And it would not be a wrong thing to suggest to you after 
crude oil he” been discovered in Alberta, that you would 
think that Rraueerton of that orude oil might, the desir~- 
ability of having that crude oil used, might enter into 
your consideration? 

jhen I said for the protection, I did not exactly mean the 


protection of the Ganadian refinery, lux. Frawley. This is 


what we have in mind, there is something rather intangible, 
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it is the thing expressed on the billboards Out here along 
the highway wherein you ask your Canadians to use oil 
products produced in Alberta. 

Precisely? 

ves, it is the thing, that is the thing, that the Cenadian 
business rightfully belongs to the Canediaa companier. 

Now I say that is intangible, and I have no proof of that. 
iio, but you subscribe to that? 

There is only one thing you can really say, where you oan 
tie it down and that is thet the Canadian refiner pays 5% 
duty on the fluid which comes in. Now he actuclly pays that. 
Yes? 

The United States refiner who ships into Canada pays no 
duty on the fluid in the gasoline. Now that is not, prob- 
ably does not amount to very ::uch money but that is the 
only thing of a tangible nature that is a difference bet- 
ween the two. 

You rather subscribe to there being something to this tan- 
gible thing of letting the Canadian man develop his own 
business? 


That is right. 
Do you not think you are shooting that prineiple full of 


holes by permitting the Texas Corporation to export :iontana 


erude into the Province of slberta? 


Positively not because I am not talking about Gamidian prod- 


ucts. 
MAJOR LIPSLTT: They cannot bring iiontane 
crude in? 


iRe FRAWLEY: It is ijontana crude treated 


and refined, refined and treated with lead, but anyway 
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iT 
Re FRAWLEY: Yes, that is what iir.e Kaley ~ 
Bays, that is the first time thet was ever brought to my 
attention . 

Q Very slight. 
THE CHA TRWAN: You wilt at an opportunity 
tu cross-examine fully, tur. iieltabarger. You will just 
have to make notes in the meantime. 

Q MiRe FRAWLEY: well that is something I an 
very glad to have iix. Kaley bring to our attention and that 
I think has escaped the notice of all of did eg until now. 
THE CHAIRMAN: It is rather a point. 
ike FRAWLEY: ; Yes- Of course there is a 
duty on the gasoline you know but no duty on the lead con 
tent; in other words the cheapest gasoline there is the sane 
duty as the Sky Chief. 
THE CHA IRAN; How does that duty compare 
with the duty on the leaded products, the duty on the gas- 
oline? 

Q MR. FRAWLEY: You say it is 5% ? 
That is my understanding, it is 5% on fluids coming into 
Canada. 

Q That is if the Imperial Oil imported a tamkcar of fluid, 
they pay 5% duty on its value? 

4 ANYONE » 

Q THE CHA IRMA N: And the gasoline duty. 

Q Re FRAWLEY: The gasoline duty is 1 cent 


per gallon regardless of the quality go long as it has a 


certain gravity. 


THE CHAIRMAN: Is there not a saving there 


of 4 cents over the fluid. 
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iuRe FRAVLUY: iiO, perhaps I did not under-+ 
stand, there is a duty of 5% on the value of the fluids, 


If a Gar costa £5, 000——4. 


THe CHATRAAN: Oh, 57. 
tans EPRAWLAY: ves, it is an af velorem duty. 
si&AJOK LIPSETT: The value of the product per 


gallon as I understand it is less then a cent and there 
would only be,5i. of that 1 cent would be the duty on the 
wthyl coming in but the duty on the refined products would 
be 1 cent per gallon and that is 20 tines as much? 

That is correct, l.r. Commissioner. If you get down to the 
e-c's of lead ina gallon of gasoline, it is an advantage 
but I think a very slivht one. Tuere is s0 little involved, 
Of of. well it would be 5. of, let us say, of the value of 
the lead in a gallon of gasoline, it would be a fraction of 
a mill I would say. 

ike FRALEY: I do not wam to be repititious 
at all, iire Kaley, but I want to put this to you again ana 
I was interested in hearings you say it, the reason you re~ 
strict the American refineries, the refineries of the United 
otates of America, wes that you desired to let Canadians 
develop their own business? 

That is one reason. 


witte BLANCHAKD: One reason. 


: TOE; Fs © e t o 
tke FRAWLEZ: Yes, one reasou among two, as 


the Chairman put to you, enc the other one was you wanted to 


have some supervision? 


vhich I would sav is the main reason as far as we are con- 


cerned. 


But so long as it is going, I may be a little stupid about 
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204,80 long as it is going into the hands of a licensed digs- 
tributor, then he is bound to market it properly; I do not 
see, the Texas Couwpany of Canada is another jobber surely 

to your company, it ia e licensed jobber of leaded products, 
LEY not? 

THATS Levit 6 

Take the Gas and Oil Products or any name you want to men- 
t10Ry the: RViYs Bs company, do not take the Gas and 011 
Products because that is a refiner,” DUET ther x«ale va company, 
you look them over and satisfy yourself that they are en-+ 
titled to a seller's license?. 

Correct. 

& marketer's License? 

Corrects 

Now wholesale or retail or whatever it may be, you satisfy 
yourself about that, then forgetting about it, then why 
cannot the Standard Oil Company of New Jersey send gasoline 
directly from its refinery in Illinois right into that man's 
plant in Calgary, everything would be in order so far as 

you are concerned. all your requirements would have been 
met because you had already investigated his standing? 

For this reason, ure Frawley, that we might be entirely 
satisfied to issue a license to somebody and he night be 
able to, let us suppose, we did not have this restriction 
and he was buying through the Barnsteall Kefining Company or 


some little refining company down in nast Texas and we 


found this dilutie:. or try .s we would, we could not get 


him to put up warning signs, we could not get hin to put 


ed 


our trade mark on the pump, for instance 
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Then you see if he violated that agreewent we would have 
every reason to cancel him out. 

ies? 

jell that has not been our practice again, as I said 
earlier this morning. ‘je do not cancel very nany licenses 
but let us suppose we found this dilution and we called it 
to his attention but we did not get anywhere, then it is 
our practice to go to the refiner and say "Your jobber is 
diluting, here gre the sample to prove it and we insist 
that you either control that jobber, stop dilution or sub- 
Stitution or stop supplying hin". 

Now then in the sase of the Texas Company of Canada---= 
TH Crd TRAN: way I just ask there, if the 
refiner does not do as you say, then you provide in your 
contract that you can cancel his license? 

Yes; 


and you cancel his license then? 


Yes. 


Dak 0 FRAWLEY: Now let me put it to you that 
the Texas Company of Canada then co.mitted some violetion, 
was a little careless abovt dilution, where would you go 
then? 

To the texas Company of Canada. 

No, but back of the Texas Company of Canada, because they 
are marketers, they only have a very few jobbers, if they 
fell down on you where would you go the n? 

yell I think we would go then to the Texas Corporation. 
You bet you would, you would go straight down to the Sun- 
burst nefinery and we have you then pretty well down to 


the Sunburst kefinery again, l would think you do not re~ 
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gard, frankly ir. Kaley, you do not regard the Texas Com- 
pany of Canada as being so very very separate from the 
Texas Corporation at Sunburst. However, that is where you 
join issue with me und@ I will leave it piesan Now I put 


it to you that the effect of your arrangement, this 


special arrangement, gives an undue advantage to the Texas 


Corporation and frankly that is all I am concerned with, I 
do not regard, it may be important to the Commission, but 


let me put this to you, I do not regard that the Texas 


Company of Canacga is anything except the marketing department 


of the Texas Corporation, as the North Star is of the 
Tiberiel; and if that is a sound assumption and that is per- 
haps the best way to put the question to you---- 

THE CHAIR: AN: dnd as you say the Bell 
Company is or the british American. 

And the Bell Company is of the British American, if that is 
@ seund assumption, then, do you not think you are giving a 
very. distinot advantage, which almost amounts to discrimin- 
ation,-without any sinister sense so far as you are con- 
cerned,“=but a discrimination in favor of the Texas Gorpor- 
ation which rether militates against your suggested ideal 
of a desire to have Canadian people get the business? 

I will answer that this way, iire Frawley, I think the way 
that thes thing has worked out, that you probably are right, 
that the Texas Company does secure an advantage but the 
thing that you must not forget is that we were Willing to 
go along and do that for the return which we got in super- 
vision; in other words it gave them an advantage, yes, but 


only because they were uble to give us something, super 


vision over their outlets here, that we gould not get from 
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Other people. 

I know but you see, I know bDbut you see though, that is 
the point, they, the Texas Corporation at Sunburst, were 
able to give you some semblance of supervision, you say 
that? 

we: negotiated our contract with the Texas Corporation, 
that is true. 


But let me put this to you, the North Star Oil Company is 


a large,~we will use them again because they are large; ef 


ficient, reputable.-they market in the Province of Alberta? 
Yes. | 

That is all they do in Alberta, supposing they left the 
Iaperial tomorrow and went to New York and made an arrange~ 


ment, I know they cannot in the face of the facts, but if 


they could make an arrangement in New York to have their 


needs supnlied from the Sunburst kefinery, do you not think 
you would be in perfectly good hands? 

That is the same thing that came up a mouent ago hirs 
Frawley, when I said we have never been up against that. [I 
do not set the policies myself and I do not know what we 


would do, what they would do, after a discussion of the 


matter if it was suggested to us. I do not believe the 


question of a sale by one refinery in the States to another 


refinery in Canada, in Alberta, for instance, has ever come 


Up. 
No, it may not? 

And I do not know what we would do. 

You certainly agree with me in this, that the fear, the 
fear which you have, that your products would not be 


properly sunervised---~ 


Yould not exist, we would h:ve con-~ 
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fidence in the North Star. 

Q Yes, but as things now stand, the North Star cannot move 
a drop of gasoline out of iiontana except from the Texas 
Corporation? 

A I would assume that if the North Star wanted to do that 
thing they would take it up with us and we would give 

them an answer and as I said before, I do not know what the 
answer would be; I cainot see anything particularly wrong 
with that, personally. 

G No, and there is nothing particularly wrong with the North 
Star going to the Home Oil ana getting it there, there is 
nothing wrong at «ell? 

A I cannot see anything wrong with it. 

o) But as things stand now, they cannot do it, you would have 
to revise your contract? 

a . w@ would have to revise the Home Oil Company's contract. 
iWike FRAVLEY: a@ll all right, thank you 
very much. 
THs CHALR.wAN: Now, lire Frawley, Mr. inelt- 
abarger has been restraining himself and we will let him 
ask some questions. 
bike FRAJLEY: Oh yese 
THs OHé Thus: You are through with that 
phase of it? 
wR. FRAULHY: Yes I am. 

Q ike « HLTABARGIR: If the North Star Oil Compeny 


wished to buy a load of gasoline in the United States, is it 
not a fact that they would first have to go to the Texas 


Company of Canada, Linited, the licensed »thyl distributor 


in Canada? 
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A That is correct. 


We then would----— 


yD) 


wR» FRAWLEY: ihy? 

Q luke t. HLT ABAKGIR ;: fe would then ask the Ethyl 
Corporation to issue a license to the North Star Oil 
Company to market Texaco leaded vroducts in Canada if they 
did not already have one and the Texas Company of Canada 
Limited, would sell the North Star Oil Company? 

A Yese 


q In other words, the Texas Company of the United States has 
nothing to do with it at all. je are licensed jobbers 
here and we buy from the Texas Company, a Delaware Cor- 
poration, and we woulda be selling the North Star and not 
the International Refinery? 

A That is correct, so far as my knowledge of it is concerned. 

Q Mre Frawley made a distinction a while ago, he said a 
trucking concern went down to the Home Oil Gompany in Great 
Falls and tried to buy some leaded gasoline and they couldn't, 
but if they had stopped at Sunburst they could have bought 
it, now is that a fact? 

A That is what lire Frawley said. 
ike FRAWLEY: No, I say they would have to 
stop at Calgary and make an arrangetient with tir. heltabarger 
and then drive the truck to Sunburst. 

A Asp I told you I know nothing about theese truck deliveries. 

You say these things have happened but I know nothing of it 


myself. 


G hike MELTABARGIN: I am trying to get at the 


discrimination; the Texas Company, the Gorporation, approached 
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the sthyl Corporation some years ago, in 19¢0, and said 
"Although we can make gasoline with a high octane with- 
out lead, we can make it cheaper if we use lead. Now if 

you will give us a license we will market leaded gasoline"--- 

A And we were very glad to get the business. 

e And they wanted that license in Canada too. in which 
country they have a cansiderable investment and you is- 
sued them the license? 

4 Yese 

Q And their subsidiary in Canada sells leaded gasoline, is it 


discrimination then if they sell to one company and do not 


Sell to another. that is just---— 

A Po you mean is it discriminatory on your part? 

@ On anybody's part? 

A I do not see how LI au competent to answer that. 

Q If we have gasoline to sell, the Texas Company of Canada, 
Limited, and we will sell to anyone who will pay us our 
price, is there anything discriminatory because we do not 
sell to some particular one? 


A (ell now that is a question that I am certainly not com- 


petent to answer, iir- ..eltabargere 
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THE CHAIRMAN: You will let us worry 
about the submission? 
Yes, Sir. 
AR. KELTABARGOR ? If the NcNeill Company 


to which Mr. Frawley refers, did not stop in Calgary and 
ask us to sell that gasoline but went to the Home Oil 
Company, who had no license because they are not rarket- 
ing in Canada, is there any discrimination in your 
estimation exercised? 

Not. that I can see. 

As to the matter of the 5% duty that is paid on lead. 
You said that the “thyl pocnereuon in issuing licenses 
considered that a Canadian manufacturer or refiner needed 
some vrotection or required some protection? 

Tf 3 oid protection I did not mean protection, Mr. 
Meltaberger. 

A right to the Canadian markets, so to speak? 

Generally speaking, yes, oir. 

Because of the fact that the Texas Company had invested 


a considerable amount of money and had used Canadian labor 


they were pert of thai Market? 


Correct. 


5% as is raid on the amount of lead required to make 


a gallon of gasoline in Calgary amounts to 5% or 3/10ths 


of a cent ver gallon which would be a little better than 


Sumiiie. Theat is correct. Is that not fer more than 


compensated for, in your estinetion, by the lg per gallon 


difference on the gasoline as shinped into Canada plus 


the 8% seles tax, as against the 5% on “thyl pia Ng Me a 
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but 8% sales tax on the fully manufactured product 

in which leed, paid for at the same rate as the Anerican 
manufacturer pays, is also included. In other words, the 
American manufacturer who ships into Canada pays in 


addition to the 5% un the lead only, he pays 8% on the 
fully manufactured product, including the lead, and would 
thet nob be more than compensated for by that? 

The duty you pay is higher than the duty the Canadian 
refiner pays on lead. 

And the Canadian peoole derive far greater benefit by 
importation of a gallon of gasoline than they do from 

the other product? 

T am not competent to answer, Mr. Meltaberger, whether 
they derive more benefit or not. Certainly you »nay more 


than the Cenadicn refiner, when you nay on gasoline and 


he pays on lead. 


Ternine anew is ell? 


MR. FRAWL3Y: The Big “est Oil Company 


exporting non-leaded gasoline pays the same duty for its 


exports into Canada as the Texas Company exports leaded 


gasoline into Canada. l¢g per gallon an all gasoline, 


you understand thet? 


T understand that «ny American firms shipping into 


Canada pays l¢ a galilion for gasoline. 


Third structure or anything that is above, I think, 


47 gravity. Now, Mr. Keley, I must confess I do not 


understand why the North Star Oil Company, a Canadian 


Corporation, duly licensed to do business all over Canada, 


cannot go down to New York and ask the Texas Company 


ne FRU Eis nisin bites y Yltet ott” “Ho xed crs tit fo 


PEON at ae cis) bien om Je 2Ot Blox, bef bien. ik. 


. = Seen Sorat wen a. oats 
| ae okey sanee ay fatudant omits et Sa torutostonad., 
Bey ne ' ey as ofl a? + 
ne edgy un Ha. Gdw tet etusoan reno beams 
2 Nay nad 2 - a : | 
utile io ay MO ee bass. edt, Be: ae git, oe nor witibe "he 
: a hee wy a * PY +N ty as . 
ae p ; 4 oa : i % Hee 4 a 
Biow foo eheet edt anbiulsgt per ee Laity goiormme wil ‘ 
okie : . 7 ; - eee w 
Siani+ .d ey beteaneemeo ted as By: ad or dong 
| P b 5 ; 
,s wet oe nay . AIR Promeag ; . een : a ld * “2 “ , : 
fet ouniald say CIGh ang -a dé * e04 1 td. Bi Fan 0%. “a i) ent & 7 
eal co" eed Senter r 
se Rc pera ba , . .' 
ao FF teiied . eviwl efeoer neitiao0 ent beta, 27 
BOX <b YSs? aodd on! fowed Ke ae ELem a Se M0 ottadsoqm 
Tiovrbou¢ tedio aus 
y EpArdiw <iertedey lot sie mewena OF Palen tes ne E “Ah 


WS Ya. VOY Vidistre! Fer ww Pitewed, giew eviteb yom he 
cae a 
Bas emi teen > Ubi Soe Hedw . ren hhot vaihesd oat Hondd & 
” q ‘ 


«bsel no eyed a 
ae 

elle et tede tabs. 2 gy 

ca 
- 


¥ 
aK 
te 
F -. 
Sec 
ee 
a 
= 
x 
x 
5 
er 
ss 
a 


: wees 7 MM 


LE etienig «Ue cakes Be 9 ae nora ett ih ‘ . va 
ES erga Neh uP, CN a a a a a ie eee _ 7 a ee w mei # 
a ro ttn Sone bff ayde etl ioeas bebaci{-nog beieeviescin 


pases SPHEGRS Viisewe? eaxey wid T shana ofa? esiogee 1 


eA =e on it oy aetres seq 41 4. ehensd of, m2 Si Low a oe 


My : 72 ait pnaderestety pe ae, a 


5 
my 
— 


“ox ik ni A cris Puls, Baie a a. Sa ~ireneeeeih, eae Teer sess © 

7 i 
Shilony 00% proline o Sf syag. reso) ae 

.byede ek wey erage, to , See 


r : 
i 


al cine? wy " eS. 


eon ee f apsienee i he RL A a 
Fisch 8 ened Sta oi sori, : 


He 


A 


& 


& 


we 


- 11,806 - 


if they would sell them; without the Slightest regard 

to the Texas Company of Canada, gasoline from its 

Sunburst refinery. Is there any reason why they could 
not? 

Mr. Meltabarger said he thuught the ordinary procedure 
would be to go to the Texas Company of Canada. 

Uf course it would, but IF am simply putting it to you. 
Could not the North Star Oil Company go and import 

easoline as such from the Texas Company in Sunburst 

if they could make this ar1rangement? 

wo rar as the uithyl Gasoline Corporation is: concerned, 
there is nothing to prevent them making those arrangements. 
The fact is, they would send them back immediately to their 
Canadian subsidiary that markets their products? 

I cannot answer that, I do not know. 

MR, COMMISSIOv SR LIPSETT: Mr. Kaley, you have a number 
of licensed jobbers and marketers in Alberta’ 

Wes », Sit. 

And presumably you are satisfied that they are responsible 
people? 

Yee, Coin. 

And they have their money invested in Canada and are 


carrying on a Canadian business? 


Yes. 


From their point of view, why do you state then that 


a i go to 
if they want to buy Montana gasoline, they must £0 
one refiner in Montana? 


i : ose 
Tedo not say I think.» .--isess fell, in’fact as I supp 


that is the way it does work out. But why should they, 
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if they want to buy......... “ell, I do not imow 

that I know the answer. ‘What they would do if they 

wanted to buy leaded sasoline would be undoubtedly 

to go to the Texas Comnany of Canada if they insisted 

on getting Montane gasoline. 

-rom their point of view, you in effect have given a 
monopoly to the Tsxas Company for l:ontana gasoline? 

At the present time, I think thet is actually the 

way it stands. 

Now, just take the point of view, from the point, of 

view of the Montana refiner. You have there also 

given a number of licenses? 

Yes, Sir. 

Including, I take it, this Home Oil Corporation? 

Tae, colts 

Why do you say in reference to the alberta business 

of those refiners, both of whom so lar as you are ooneerned 
are perfectly satisfactory licensees, why ao you say to one 
of them that ‘Ve will give you 4 monopoly of the export 
into Alberta and not your competitor." Is there any 
discrimination in those cases? 


T dislike this word discrimination. But there is a 


difference. It might appeer to the discrimination. 


i imi i ee if ¥ ma 
Maybe it is discrimination. But for the reason, y 


in the fect that the Texas Company hes a super- 


anada and the Home Lil Company 


say so, 


visory body operating in C 


does not. 


Cie taneo iO bLOW thet up. They have, if they appoint a 
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licensed jobber here, they have an ecual supervisory 
authority so far as your company is concerned. 

A '€@ are not sure that they would practice it, Mr. Commissioner. 
In other words, the reason I made that statement a while ago, 
shouid we or should we not recognize any difference between 
the Montana refiner and the Texas refiner, from our point of 
view, looking at the thing from New York? I do believe 
thet your Montana refiner being close would be able to 
come uv and look over the outlets of the jobber to whom 
he sold and he would exercise probably certain supervision. 
But should we treat him any differently than the Texas 
refiner who would want to ship a tank car in and we know 


very well he would never getup here to supervise the 


product. 
q@ He could only ship a tank car in to one of your licensees? 
A et -is correct. 
Q, Whom you have trusted to give this supervision and in fact 


given them this license so that they will exercise this 


supervision? 


A T do not belive I got the last part of your question. 


cy You are just relying for SUDETVISION.-+-eeeee a? 
A Primarily on the refiner. 
q But you are aiso giving @ License to jobbers because 


they are the people thot are in contact with the dealer 


and the distributor? 
A That is correct. 
G 4nd presumably on thet system you have arranged for 


supervision right into the hands of the public? 


A That is right. 
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Q Such as you consider necensary. There seem to me to be 
two questions involved. One whether it is right, whether 
Montana goods should come into this province at all, which 
is a Dominiun question? 

A Yes. 

Q And the second is, if it is allowed to come in, should 
there not be free competition as between one Montana 
refiner and another, and not a monopoly conferred by your 
company on the one refiner as against all others, such as 
those twelve you have refused licenses to? 

4 "ell, I cannot answer that, Mr. Commissioner. The facts 
as they exist today, the Texas Company has a very definite 
edge, shall we call it, over every other Montana refiner. 
That exists. I cannot deny it. But I say thet we have 
discouraged, and as a matter of fact denied shipments 


coming from refiners in the States, for the Peasons 7 


have given. But whether we should view theMontana refiner, 
who might have some supervision up here, differently 
than we would the Texas refiner, I do not Know. 

Q THE CHATRM.AN.: I suppose in the net result 


you say that there is no discrimination because all of those 


refiners who wish to sell through jobbers in Canada and 


set up their own subsidiary companies in Canada, and if 


they play their part in the life of Canadian industry, then 


you recognize them as you do this subsidiary? 


& That is correct, Sire 


It cannot be said that there is discrimination in favor 


of the Texas Company refinery just so long as other refinertes 
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Q 


in the United States who do the same thing will get 

the sane treatment? 

That is correct. And the reason the Texas Company 

has an edge over the rest is because they do have a 
supervisory body up here. 

You say that when they cross that international line 
you want closer control than the American refiner would 
have over the Canadian jobber, even if hs be a licensee 
of yours? 

Thay lerexactly it. 

Mi. COMMISSIONER LIPSUTT: Does it work out altogether 
thet way, Mr. Keley? You have complete supervision in 
Montana over the Home refinery yourselves and their 


product? 


If that product is shipped to a licensee of yours 
in Canada, so far as the product is concerned, it comes 


into the hands of your licensee, there can be no dilution 


or anything else? 


NOG SLT « 


It is entirely under your control and supervision’ 


Vee, cits the supervision we have from our license, 


which we do not really feel is our primary means af 


AOntroOLs,  Thet primarily is through the refiner. Wwe 


have a lot more faith in the refiner to correct anything 


that might happen than we do in the jobber. 


Haven't you complete control of that with the Home Oil 


just as you would nave with the Texas Company, the 


Internationa}? 
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A I think you have a point there, Mr. Commissioner. 

If it would be all the same, let us change and not 
talk about the Home Oil Company, but let us talk about 
the Hurricane Petroleum Company in Texas. 

Q Yes? 

A That is a difference in the two situations. Now if you 
would nut your question relative to the Hurricane Petroleum 
Company in Texas, you can see that they, would have no 
jurisdiction or supervision over a jobber uy here in any 
way, 

Q het us follow thet up, because again you have complete 


Supervision over the Hurricane Company? 


& Yes, Sir. 


And their product? 


re) 


Q There cannot be any doubt that is the product tht will reach 


the Canadian boundary? 
ft Yes, Sir. 


6) Ana that comes delivered from the Hurricane refinery 
to one of your licensed jobbers in Canada? 


A Ves, oat s 
G In whet way, so far as your company is concerned, is 


your position worse because it is few of your licensees 


that are doing the refining end shipping and distribut- 


ing in Canada that you are in the case of the Texas 


Company where there 4s one refiner sending to a subsidiary 


it is true, but to an independent entity in Caneda? 


A The Texas Company has @ very definite interest in its 


customers and in its prand 4nd in all things that go with 


tog 6 évad’ 
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the marketing of petroleum »roducts. 

Q Does not that exist exactly in the other case just the 
same way? Is not your refiner in the States, in Texas, 
interested in maintainirg his brand; and is not your 
licensee in Canada, your independent licensee who is 
handling that brand, has he not the same interests as 
far as you are concerned in setting the quality? 

A My personal opinion is he would have no, absolutely no 
interest in the gasozine whatever. 

a) THES CUAIR.AN: Getting rid of so many 
tank cars of gasoline’ 

A That is all he is interested in, and that is all. 

MR. COMMISSION@R LIPsstt: How would he keep his 
business with the Canadian jobber if he did not send 
him the quality? 

aA He would rrobably sell him at a very low price. so far 
as quality is concerned, the quality might be there when 
it would go out, but that company in Texas would have no 
interest beyond getting his money for a tenk car of 
gasoline. 


Q MreLy Jour reriner 10 Texas would not just want to sell 


one car of gasoline. Ue woulda want to establish a business 


and good will, would he not? 


A I doubt if he would be interested in establishing any £000 


will. He would be very apt to eontinue shipping if his 


price was low enough and it would be very aot in the case 


of many of the Texas refineries to be low enough. 


Q Mient that not be just a great advantage to the Canadian 


public if in thet way real compeititon was created and 
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the price at which the refined nroduct was delivered 
to this province would be lessened? 

A That is a question that I would not be conpetent to 
answer, Mr. Commissioner, 

Q Is not the policy being adopted at present by you to 
give one Montana refinery, or one American refinery 
if you like, wherever it is situated, a complete monopoly 
so far as you can of the marketing of American gasoline 
in this province? 

A Poe sorry, | do not quite caten your point, 

& te no, tac result or your policy in Conterring @ license 
for export into Alberta to one company, is not the result 
of that to give a complete monopoly to that one company 


of the American gesoline coming into this province? 


of; 


@ THE CHATRI.AN : Until some other refiners. sae 
A Until some other refiner could do the seme thing. Any refiner 
we have would have the right to do that same thine.  £ do nes 


think it Snould be looxed on &s monopolistic. It is a fact 
that they are the only ones who can do it now. 

Q WR. COMAISSIOUNTR L£EPSETT: Did you point out to those 
twelve people or whatever it is that you refused a license to 
thet they would meet your conditions if they had e subsidiary 
in Canada? 

A Hoo) olcy - om afraid we did not, We merely said we would 
not allow them to ship. 

Q fiers uo Oe Se subsidiary, would you give a license to 


j ric is et : a ‘ 
the Home Comnany if they formed a small subsidiary in 


Canada to handle uae 


A If they approached us, T feel quite sure we would. 
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Q You would give it to them, to a subsidiary company 
who anplied for a license, but you would not give that 
business to one of your present licensees? 

A TAO WS LC. s.e') ss ses 

Q In alberta’? 

& I am not sure but what we might, and I am only speaking 
personally now because our policies are decided upon by 
many of us. “onsidering that if, let us say, the ilome Oil 
Company had distribution in Canada under their brand, and 
through a reputable jobb:r, not affiliated with them in 
any way, I think we might give consideration to some sort 
of a change there to permit the Home Vil Comnany to ship 
across, even though this jobb-r was not a subsidiary « 

I cannot say how all of our people would look upon that. 

Q THE CHATHUAN: Tt has not come up? 

4 It has not come up, but by doine that we would be 
discriminatory between the Home Oil Company, just because 
they are in Great Falls as against the Barnsdell Oil Company 
in Texas, and they have a very logical complaint to us if 
they come to us and say "Why cantt we ship into Canada, 
just because we are an Oklahoma refiner as against the 
Home Oil Company in Montana." And the only thing we can 
say would be the Home Oil is closer and we think they 
can supervise it a Tittle. better. 


STONER liana. Tak ases. J] n 
q MR. COMMISSIONER LIPSETT: Take both cases T do not 


think there is very much a@ifference between them. But let 


us take the Home case and you say if he establishes distribu- 


tion in Alberta then you might consider giving him a license. 


How could he have distribution until you dosei ve. Hanis license? 
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I mean, it is just eoine around in a cirele? 

That is true. By distributing his other products, 

I suppose, or at least setting the thing up so that 

we could see what he would have. 

If you are avoiding a monovoly, would not the thing be 

to say instead of refusing them, would not the thing be 

to say to him if you are prepared to distribute your 
products in Alberta and have a company, 4 subsidiary 
comnany to do so, then we will at once give you a license? 
P think that would be proper. 

You are really preventing them from ever getting established 


because they cannot begin to distribute until they get a 


lLieense? 


Tt would look that way. I can assure you there is no 


intention of doing that. 


I am putting it to you because T think probably it has 
not perhans been fully considered? 


I think thet is correct. 


And leaving out the question of whether Montana products 


should geome in at all - and I sunnose it is really Montane ~ 
leaving that out of the question, there does seem to be sone 


necessity for consideretion as to whether the present factors 


that exist might not really be creating 4 monovoly of Montana 
nroducts for one organizetion? 


4 ie -) / = j 4 ini 
Tretnink cartainly one would twve @ right to an opi ion 


alors those lines from present indications , 


It probebly really has never come up? 


J do nov think thet ever struck us just that way pefore. 
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& MR. BRAWLEY: I just have one more way 
ef putting this to you, in view of the mechanics of the 
method in which the two Texas jobbers are now being 
supplied, the irtic Company and the Lion, or in view of 
the way I think they are supvlied, would it not only be 
necessary for the Home Oil Company to come into Alberta 
to organize an alberta compaiy and open an OLTLiss in 
Coutts and go to the two jotbers that the lexas Comnany 
now hes, the Artic and the Linn, and make a similar deal 
with them that Mr. Meltabarger has declt with them, and 
not open a bulk plent at all, and for the Artic truck 


and the Lion truck to go to Sunburst, Montana and they 
would have wet your conditions? 

A You are putting that on on assumption that I do not 
know anything about, as I say. As far as these trucks 
going into the Texas Company's plant, we do not know 
anything about that. If it happens that it is @ direct 
violation of the contract between the International and 


ourselves, that is a thing for me to take up with the 


Texas Company. 
q Perhaps that is a tetter way to put it, is, if you go 


so fer as to say it is & violation, then there is not hing 


in my suggestion. T was assuming that you permit what is 


now being paracticed, the mechanics of it. Then would not 


the Home Oil Company meet the suggestion you put to the 


Chairman a moment go; that you pay considerable attention 


to the fact thet they have opened a Canadian office and 


established 4 Canadian subsidiary? If the Home Oil Company 


wanted to take these two jobbers away from the Texas Company 
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I put it to you they could do it by coming into 
Alberta and forming a company and establish a separate 
legal entity and just put an office up in Calgary or 
1 in Coutts? 

A That would make two wrongs where one exists now. 
THS CHATRMMAN : IF did not understand 
the Witness to go that far. .He expects it to be a very 
real Canadian company exercising very real supervision? 

A Ue tess COTILGCt, Oils 

q MR. FRAWLEY: ‘hat supervision does the 
Texas Company of Canada exercise, or would you exvect them 
to exercise over a jobbing business that is already licensed 
such as the Artic Company or the Lion Company? 

A I would expect the Texas Company of Canada to periodically 
check the fluid and the gasolines supplied by them and sold 
by their jobbers. I would expect them to check on the 
warning sign, to see that those are placed on the pumps. 

I would expect them to see that the Ethyl trademark 
occurs on every pump. 
Yes? 

b and I would expect them to work with our people in the 

promotion of these oroducts. 


Q Do not forget you have the Artic Company and the Lion 


« . a : 
Company covenanted to do theses very same things You 


have just got duplication there. The Artic Comnany 18 
a licensed jobber? 


A That is correct. 


Theat cin turn simply distributes gasoline to bulk stations. 


You expect them to do all these thines you have just listed? 
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A Absolutely right. 

Q Why couldn't you have the Home O11 Company, a licensed 
refiner in Montana, having set up a Canadian legal 
entity, to do the same thing with resvect to these two 
contracts only? 

A “hile we are asstming things, Mr. Frawley, let us assume 
that the Artic Oil Company does not do all those things. 
Then of course we have the alternative of cancelling the 
license. 

a) Yes? 

A ve might go that and absolutely shut them off. 

7 Yes? 

A But as I have said a number of times we do not choose 
to cancel licenses. We do not like to do it and we 
Aopnotmoiowit ic there is any wey of avoiding it. But 
the thing we can do if they do not aperate satisfactorily 
ana say from the point of view of maintaining the standard 
and maintaining the health reguletions, we can go to their 
refiner you see and insist through the refiner that that 
be done. 

G TH? CHAIRMAN: Generally speaking, your 
reliance is in your refiner who has a bigger stake involved? 

db Yes, Sir. 

q MR. COMMISSION R LEIPSETT: Yould that do away with the 


A 


necessity of Licensing jobbers at all, because you already 


told us, Mr. Kaley, that the justification and the reason 
b ) e 


for the jobbers’ license was for the nurpose Of insuring 


2 G x . : 9 
warning notices being put on the pumps and avoiding dilution: 


It is just another means of securing these things that we want » 
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In this way, we could of course I sunvose forget about 
our jobbers' licenses anc put the whole burden on tle 
refiner. On the other hand, we pretty much look to the 
refiner to enforce the terms of the license but still we 
have an opportunity as a last resort... cseeeee 

THE CHATRM AN: Just as some day you may 
go a step further ana license dealers, if you want a 
further check? 


That would never come about, I am sure. There are too 


meny dealers for that. 


MR. FRALEY: One of the things that the 
Commission would probably like to get your view on is the 


question of Government regulation or control? 


THE CHAIRMAN: Well, itr. Meltabarger, do 


you wish to ask a question? 


Lik. MELTABARGSR > I want to ask Mr. Kaley 
this question. ‘Would the feet that the Texas Company of 


Canada Limited, a subsidiary of the Texes Company, a Delaware 


corporation, is also marketing the same product in Canada as 


the Lion Oil and the Artic Oil, would that create a greater 
interest on our part to see that the products they marketed 


under our brand or otherwise were presented to the public 


undiluted and properly, for the prestige and good name end 


good will that we have, than if we were not marketing here 


ourselves and just interested in the sale of a tank car 


of gasoline? 


That is & most important point and absolutely correct, 


Mr. Meltabargor, and that is the reason we have confidence 


im your company 
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Q MR. COMMISSIOMER LIPSETT: You think that confidence 
justifies giving them a complete monopoly of the sale of 
all prnducts produced in Montana and sold in this province? 

A We would have the same confidence in anyone of our United 
States refiners who had entered Canade on the same basis. 

a) You think it makes a difference where you have a refiner 
in Montana in whom you have complete confidence and a 
licensed jobber in Alberta in whom you also have complete 
confidence? 

MR.: FRAWLEY: The North Star Oil Company, 
fom instance? 

A That, as I brought up,:is a question that has never 
come up. We looked on them as refiners. JT do not know 
what we will decide to do. 

& WR. COMMISSIONER LIPSETT: Perhaps you will give it 
some further consideration? 


IT am sure we will, Mr. Commissioner. 


Q On the question of monopoly, it does seem to me to have 
some significance and importance. But as I said before 
4¢ is entirely distinct from the question as to whether 
Montana products should ome in at all into this provinee 
under existing conditions. Thet is a different question 
altogether’ 

A I an certain there have been some things brought out in 
this Investigation that we have learned. 

e) I think we have all got different angles and view-points 
as a resuit of it? 


A That is right. 
(Go to Page 11,821 ) 
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MR. FRAWLEY: Mr. Kaley, there are just 

a few more things I want to clean up with you, you have 
made it clear now a couple of times that there is not, 
that all applications for licenses have been, refiner's 
licenses have been granted? 

YeSe 

In this province? 

Yess 

The Bell Refining Gompany made application some years 
ago, in 1934, when they were operating as a separate 
entity and not as a subsidiary of the British American 
Oil Company. and they wero refused? 

Iam not familiar with that. 

I have nothing much to show you but a copy of a letter. 
Yes, they were apparently refused at that time. I know 
they have a lLicensc now. 

They have a license and just to complete the record, the 
Bell Refining Company was givon a license on the 22nd of 
November, 1935. Now there is a refinery at Lethbridge, 
it happens to be operated by this man to whom that lstter 
was addressed, Mr. Huff, who was then the Manager of the 
Bell Refining Company? 

YeSe 

[It is called the Huff Refining Company at Icthbridge, 

can you tell us, do you know whether they have applied for 
or obtained an Ethyl licenseF 

They have not obtained one. I do not know whether they 
have ever applied for one or note 

I was not particularly clear myself whether they had? 

I would know if we had issued one to them but if they had 
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written in making application, I would very likely 
hot know that. 

Q Gan you tell us offhand the date of the Lion O11 Gompany's 
license? 

4 I cannot tell you the date but I know it is sinee Januaryse 
Of this year? 
Of this year and the reason for that is we prepared our 
statement in January when we had originally expocted to 
be before this Commission in February, 

Q Yes? 
4nd the license has been issued since then bacause wo 
Go not have 1% listed: 

Q The Gas & Oil Products Licenso is dated the first of 
March, 1938, which appears on tho Exhibit "497" (¢) and 


(4) 
THE CHAIRMAN: What dato? 
Q MR.» FRAWLEY: The first of March, 1938, 


They have had that license for some considerable time 
and they aro orly now about in the middle of the 
construction of their plant and their Ethyl mixing plant? 
A Yese I attempted to find out about that before I 
left and it is my understanding they changed their mind 
about where they intended to locate their installatione 
Q The Anglo Canadien Company's. license is dated the 17th 
of October, 1938, was there any qifficulty there at all 
with respect to the granting of that license, that is 
for the Brandon Refinery? 
Not so far as I know. 
} Now, the standard form of license, perhaps you ean tell 


me without looking at it too closely, requires that the 
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fluid be purchased in, when purchased in drums at all, 

in drums of 55 U. S. gallons? 

Yes. 

Or what, 44 —~- 

44 Imperial gallons. 

Now the company does own --- 

M3JOR LIPSET?: Mr. Kaley said that the drums 
were labelled 55 gallons but in fact contained 50 gallons. 
No, there was a statement, Mr. Commissioner, that it is in 
our contract that the drums shall contain not less than 
50 gallons but actually they are 55 gallon drums. 

MoO euros es Oh, I S06. 

MR. FR&VLEY: 55 U. Ss» Gallons? 

That is correct. 

Which is you say, how many Imperial? 

44 Imperial gallons. 

Nov, your company owns drums of smaller size, as I understand ? 
We have a fow drums of smaller size which are used but 
rarely,for aviation fluid. 

Mell. for aviation fluid, it isi the same Tluid? 

Nee 

No, not the same fluid? 

No, sir. 

Now is if more dangerous? 

For aviation engines the fluid has a higher bromin 
eontent and no, I will say this, a higher ethylene 
dibromide comtent and no ethylene dichloride; we 
found from experimentation that ethylene dichloride 

did not work very well in aeroplanes so it is an 


entirely different fluid. 
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The original tetraethyl lead can be quite satisfactorily 
distributed in the 25 gallon drums from the standpoint 

of the danger? 

You mean the ordinary, what we shall term "automobile 
fluid"? 

Yes? 

We would not have the drums in the first place. It 

would be too expensive for us to fill small drums and 

the great rvason against it is that we do not wish to 
raise the number of packages in which fluid is shipped. 
For that reason we have not shipped fluid, that is 
automobile fluid, in anything smaller than 55 gallon 
drums» 

Yes; well now applying that to a very limited operation 
which is carried on in this province, I am told, or was 
told, at one time, that it worked out as quite, at quite 

a disadvantage for the small refiner to have to do 

his mixing with 55 gallon drums, by reason of the fact 
that he had to use it all once he opened it and it 
required keeping a batch, a much larger batch of mixing 
stock, of base stock, than he ordinarily would desire to 
use and that it generally increased his investment beyond 
what he desired to invest, was that a meritorious 
criticism of the use of the 55 gallon drums? 

Well I am sure I cannot verify that or deny it, Mr. Frawley. 
I do not know the size, I have never seen your Turner Valley 
field or refineries. I do know but [I believe that we 

have Licensees Who are just ebout as small as it is 


possible to have, I mean as small from the refinery 


capacity -—- 
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Q Yes, that is interesting --- 

pi) snd may I finish that, Mr. Frawley, please? 

Q Yes? 

4 and they have fitted their scheme of operation to use 
55 gallon drums; 

Q Well you say they have fitted their operation, you 
have, I suppose, some licensees who have a throughput 
of 4 to 500 barrels a day, and that is the kind of 
plant I am thinking ab:13? 
That is pretty small. 
Yes, very small. 
We have some small ones, I cannot tell you what their 
throughput is though. 

Q As a matter of fact that is the Lion Company, which 
you have licensed and only operating part of the yoar, 
elosed down during the severe winter months, do you 
not think that four to five hundred barrels per day 
throughput, a plant of that size would find it more 
valuable, jus looking at it from his own mixing 
standpoint, to have lead in 25 barrel Lots, 25 gallon 
drum lots, I mean? 
Probably it would be more convenient for him. 
Now, if he was prepared to stand whatever oxtra expense 
was involved from his standpoint, even to paying you 
something, if you found the additional loading or filling, 
costs higher, why would you not meet his requirements and 
sell it to him in those quantities? 

m3) You would be asking us or he would be asking us to change 


our entire poliey, to change our plant setup, to purchase 
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drums, and the great point, to waive the fact 

that small containers, which in our estimation, are 

just as dangerous in transportation as large containers, 
in order to make things more convenient for him; now 
as far as overcharging. we are very proud of the state- 
ment which we are able to make that we sell to overy 
customer we have at the same price and it is my opinion 
that we would not want to charge the amall refiner’ any 
more than we charged anybody else, so that it is our 
policy, which he would be asking us to depart from for 
bis convenience, and I do not think, well I know we would 
not do it. 

Q [I simply put the two aspects of the situation to you. I 
am a refinor in a very small way in the Province of 
Slberte, desirous of getting into the gesoline business; 
now I am simply not in the gasoline business if I can 
only make third structure gasoline, em I, and I havo 
to go to the Ethyl Corporation, as it appears plainly 
from this evidence, I have to go to the £thyl Corporation 
to get into the gasoline business, you follow me? 

db Yess 
Viell, it looks as though the restrictions which you 
impose, I can only call them "restrictions", you do not 
call them such, the conditions which you impose, which 
aro perfectly all right for the lergo refinery, just 
good, sensible conditions but to me they are prectically 
impossible, the effect of your restrictions is to put mo 
out of the gasoline business because I must have your 


produets to go into the gasoline business, now IL certainly 
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put that to you as a problem which may <aco the small, 
very small 4lberta rofiner and I put it to you that ways 
and means should be devised, - consistent always with 
common sense, ~ to permit that small, very small refiner 
to go into the gasoline business, now what do you say 
about that? 

I would say off hand that your position there would be 
to some extent just your hard luck because we would not 
be enough interested in your business in the first place 
to enter into an agreement with you whereby we would lose 
monoy and secondly where we might waive any safety 
regulations which we have; in other words, we are more 
interestod in the safety feature and the safe handling 
and transpor tation of our products than we are in the 
husiness which we eould got from you. 

New that is true but the only reason I put any part of 
this to you at all, you can “say: Y We are ia business 


for ourselves," and that is a perfectly legitimate 


proposition, but you must always bear in mind the monopol- 


istic features, it is just a coincidence perhaps, that 
your people, Mr. Kettering and Mr. Midgley discovered 
tetraothyl lead, and the patents are yours and they 
belong to you, and it so happens nobody can use i% 


Without)'a dicense°--- 


MRe BLANCHARD: The patent would be a 
monopoly? 
MRe FRAWLEY: jJ1L right, put it that way 


and nothing wrong with it, but I say that it puts 
obligations upon you, you might say, which I suggest to 


you it puts obligations upon you as it were, whereby you 
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must be very, very careful to see thet no evil effects 
come out of the fact that you own these patents and this 
monopoly and I ask you whether or not you do not feel 
you have a duty, I will put it that way, it is not a 
word often used in business commercially, but f put it 
to you, if your Corporation does not foel it has a 

duty to see that the small refiner is not kept cut of 
the gasoline business and that the business gravitates 
entirely to the larger companies by reason cf those 
conditions? 

B I think that that is very, very fairly put, Mr. Frawley, 
and I say to you that we have recognized our responsibility 
and that we have endeavored to fit our business in every 
way that we can so as not ts keep any refiner from using 
Lead whether he be large or small; now the small refiner 
does present a problem which we have tangled with for a 
Long, Long time. We have deliberated over it. We have 
done everything we can but the polnt having to do with 
safety control, ~ let us forget dollars and cents for the 
moment, ~ we just go in there and we consider that we are 
handling our products in the safest manner that we can 
and that is the only thing that we aro content with and 
that is to do the best job we can on safety and I would 
like to say just a little further on that, our Medical 
Department, headed by Dre Kehoe of Cincinnati, is a 
department which is not concerned in any way in the money 
we make, in our sales policy or any “aing else, the only 
thing they are concerned with is the health of the people 


who make the products, the people who ship the products, 
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the people who mix the products and itn the last analysis 
the common good of the treated product, you see, and that 
is the one department in our company whose word is law 
with uss 
Q Then that brings me back to what I said to you yesterday, 
does Dr. Kehoo advise you against, definitely and unreservedly 
against establishing some sort of bulk plant say, in the 
Provinee of Alberta? 
Io put that very question to, let me get that again --- 
Q I say, does your Medical Department unreservedly forbid 


you to establish or advise you not to establish bulk 


plants? 
4 Warehouses? 
Q 4 Warehouse plan of some sort say in the Province of 


Siperta or somewhere near to it? 

7s) That is an ontirely different question. I know that our 
medical doctor would frown on that but that again becomes 
a business proposition that we would want to considor,. 


I thought you wore going to speak about the small drums 


againe 
THE CHiITRMAN: Yese 
Q MR. FRAWLEY: To follow that up, there are 


two things, the sending it in small drums from New York _ 
and secondly having some sort bulk warehouse or Hees ee 
tank farm in Alberts, from which supplies in large or 

small quantities o ould be acquired; now there are two 
angles to this, in a way, to help these quite small 


Alberta refineries, and what do you say about it? 
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He. Ws Xaley 


4 Well I know, as I said before, that Dr. Kehoe would frown 
on that. He might not even approve of it, I think 
probably he would nota 

Of which one? 

Of the warehouses. 


Yes. 


> 8 k& © 


4s well as everything I have said before on containers, 

sealed cars and so on, for handling of the concentrated 

fluid is a hazard, it is always a hazard when you take 
drums out of a ear, when you take them off a steamboat 
or something like that. Not you would be duplicating 
every handling if you were warehousing fluid, we will 
say in Calgary, you would ship it in, you vould unlocd 
it, you would store it, you would take it out of the 
warehouse again and take it back to the mixing plant, 
you see. Ido not think Dr. Kehoe would approve of 
that and the second thing, that would eost a lot of 
money which we would want to take into consideration. 

Q Yes and of course some of that cost, I know you pride 
yourselves on selling at the same price to all but 
frankly would there be any great harm or anything 
improper in selling a man who wants to take out a small 
quantity, charging him a greater price than if he took 

it in tank cars, with an extra cost for packaging these 
smaller quantities if necessary? 

A Well we would not want to do ite 4S I say we are proud 

of that statement and we would not want to charge any 


company any more than we charge anybody else. 
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Now I think -+--- 

THE CHAIRMAN: Why is there greater danger 
in handling a 25 gallon, Imperial gallon drum, than a 

44 one? 

You have to handle more of them. 

&nd of course that happens, whatever yuur package may 
be, the more business you handle the more packages you 
have to handle, you are not trying to cut down the 
volume of your business? 

No, sir. 

So to speak, in order to be safe? 

That is correct. You have more exposures of little 
drums. You have more packages to ship. “hen ycu 

open a 6,000 gallon tank car you really never open it 
and there is never an exposure, it is tapped, it is 

a vacuum system and it is drawn from the car and the 
nperator is never exposed but when you get in the drums 
you have one exposure for each 55 gslion drum, possible 
exposure, I would say, but you also would have one 
exposure for q 25 gallon drum with the other idea. 
MiJOR LIPSETT: Take the loading of the drum, 
Mr. Kaley, wo might teke it in steps, take the ioading at 
your plant uf a 25-gallun drum, is there any more risk 
in loading that particular drum than there is in loading 
a 55? 

Ma do not think so. I do not bolieve there is any more 
risk in loading it. 

Phhn, coming to the transportation of it, I presume if 


you can g6t 16, 55 gellon drums, accepted as a carload, 
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He We Kaley 


I suppose they would take as a minimum double that quantity 
of 25 gallon drums? 
b Roughly speaking, yes. They would :have to have, of 
course, the weight of 16 drums, and thoy would have more 
than that on the 25 gallon drums. 
Yes, 
Because they would have -- 
They might get less than half of the extra gallonage? 


You would have some weight of the drums. 


So & & b&b HP 


Yes, and Iwas just trying to figure it out while 
Mr. Frawley was putting it to you, this 55 gallon 
drum gives you 130,000 cubic centimeters of fluid? 
pe) That is correct. 
Q dnd on the approximate maximum of 3. ce Ge ‘s to thé 
gallon? 
Yes. 
Q That would meen that 1/3rd of that 120,000, or approxim- 
ately 43,000, would have to be refined at this end in 
one operation? 


4 That is correst. 


(Co to Page 21,8334) 
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H. W. kaley. 


MR. BLANCHARD: In a tank car? 

MR. COMMISSIONER LIPSET?: No, in drums? 

In drums. 

That wuld mean in one operation you would have to handle 
approximately 1240 barrels? 

Yee. noir. 

That is if he was making Ethyl but if he was making 
Imperial, where it is less than 1 C. CG. to the sallon 
he would have to handle approximately 150,000 gallons? 
That is correct. 

at one ope ration? 

tes, ‘Sir. 


Or approximately, as I make it, about 3,700 barrels? 


Now, for a small refinery that means that he would have to 
handle, in one of those 300 or 400 barrel refineries, 
it izeans he would have to handle at one operation about 


* 
‘ 


up to two weeks! consumption? 

Your smaller figure, Mr. Commissioner, I do not believe 
would Hold, for this reason. If he was’ a sméli refiner 
he would undoubtedly have what we call a skimming plant. 
aie 18 the Lirst stepein Tréelining., elie Ue un ati) dase 
skirming plant he would require the maximum or almost the 
maximum amount of lead. ‘So your fiscures relative to 
dee. OL Laid. Der Ballonowoulienerdly  apoly  witoe aoe 
small refiner. 

He would get’ into nearer 3 0. C.'s? 

Sir. He would have to have, if he were that small, 


ho would, if he would be a skimming plant - a refiner 


never puts in a cracking plant by itself. 
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H. W. Kaley. eater 
That might mean a basis of 1250 barrels? 

That is the figure that would be more correct. 

And in the very small refinery that would mean practieally 
a week's operation would have to be done in one day? 

Yes. 

Does not that practically put him out of the market as 
aseaingst. the, larger concerns, on your present set—-upT 

Well, of course, I am not possibly competent to answer 
that. But I do not think a week's supply of gasoline is 
very much of an inventory. 

What I was thinking of more was from the point of view 

that he would only be working one day in the week. He 
would have to have a capacity to do not his 200 barrels 

a day, but he would have to have a capacity to do in one 
day 1200 or 1400 barrels? 

Not necessarily. He could have his stock in his tanks, 
and when he arrived at the proper amount of stock, make 

his blend, and then be filling that tank. 

hat would mean duing that operation every seventh day 
instead of every day continuously? 

Well, blending the fluid with gasoline is not a continuous . 
operation. All our refineries mix at periodic intervals, 
you see. 

I was rather putting it to you, you see from the business 
point of view, but on the other hand I was putting iy 
rather to you for consideration that he would have to 

get a product that is universally needed and that it does, 
perhaps, impose some obligation or some sort of duty to 

the smaller man to, verhaps, do something to accommodate him? 


That is absolutely oorrect, ‘ir. Commissioner, ani we 
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H. Y. Kaley. 
appreciate that. We have discussed it among ourselves 
and we appreciate our responsibility in that regard. 
But when you get down to a certain point wherein you 
increase your possible hazard so much for the convenience 
of these very, very small fellows it is a case of us 
waiving our precautionary measures in favour of this little 
fellow, or shall we simply say "Ye would rather stand by 
Our minimum precautionary measures and it is just too bad." 
Tate 1s ali. 
I know there must be----- 
There comes that line. But we do appreciate our 
responsibility. 
Would it really be so serious a matter if you cut that 
down a bit lower where it would be more within the reach 
of the type of small operators that we have in this 
Provines. He may grow laiger in time? 
Well, I will say this, Mr. Commissioner, that we have and 
will continue to give it consideration. I mean it is not 
& problem we have lightly discarded. ‘We will continue to 
think about it. ‘“thether we can or whether we cannot do 
anything will depend on what we are able to figure out. 
It would not, I take it, it would be a comparatively small 
percentage, a very small percentage, perhaps, of your 
total business, but it does avoid the possibility of, 
I won't say criticism, but the feeling that the smaller 
man has not got to the place where he can begin to operate? 
The difference as far as dollars and cents probably would 
mean nothing to us but it would mean a whole lot to the 
little fellow. 
That is it. It is something like a Bank taking a deposit 


of 35.00, which means nothing to them, but it is quite a 
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H. W. Kaley. ie 

convenience for someone who wants to put (5.00 in a safe 
place? 

Log. eaLTs 

If you are in the whole business it eertainly would be 
a very decent gesture for the small man if it was posible 
in some way to meet that necessity on their part, which 
seems to be real? 

I assur€ you I will take the matter up again with our 
people. 

I would be very glad personally if you would and if it 
would be possible for Mr. Blanchard to let us know whether 
anything can be done in that direction? 

I will be glad to do that. 

Because we have a feeling that if it could be done there 
is nothing in the nature of a monopoly in this industry 
in this Province and a great deal of oriticism that might 
otherwise be levelled at the industry would disappear. 
Our whole idea is to try and see if we can arrive at 
something fair to everybody. If it would be possible to 
do something in that direction I certainly would think 
it would be very much appreciated? 

We most certainly will. 

Thank you very much. 

MR. FRAWLEY: I want to bring a special 
cordition to your attention. In tae distributor Exhibits, 
distributor agreements, which were «ll put in as one 
Exhibit and of which T have not got the number. It is 
t6505" T think. But let us not stop to find it now. 

Mr. Weston just called ay attention to the fact that the 
Maple Leaf Petroleums Limited is ina special category 


along with one other company, the Signal Company, which 
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H. W. Kaley. cei vge 

does not in point of fact operate in this Provimee but 

has a right to. What is, in a word, the special situation 
with respect to Maple Leaf Petroleums Limited, Calgary? 
May I see, that? 

Yes, there is a special clause there. It might help if 

I put the facts to you about the Maple Leaf Oompany in a 
word. They are not now refining. They at one time 
refined. They might have or might not have had a refining 
licence at that time. They uave now discontinued their 
refining operations and partly dismantled their refinery 
at Coutts and are now a wiolly owned Imperial marketing 
vubsidiary? 

Yes. 

Those are the facts of the Maple Leaf operations. By what 
Ficht, and that’ really is my qucstion after all, by what 
right do they sell and market Maple Leaf Hthyl, whereas 

in fact it is purehased from the Imperial Refinery? 

This agreement is dated April 16th, 1937. Ido not recall 
personally whether the Maple Leaf has ever had a refiner'’s 
licence. May I consult with Mr. “Weston on that? 

MR. WESTON: Yes, they had for "Q" brand cnly. 
MR. FRAWLEY: "Q" brand only when they were 
refining at Ooutts. 

Then I should say we looked uron the Japle Leaf as a 
refiner and in the absence of a refiner's licence -- is 
that existing to-day? 

MR. WESTON: As far as I know, 

are you actually blending? 

MR. WaSTON: No. 


MR. FRAWLEY: No, just a jobber's licence now. 
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H. W. Kaley. 
They were blending? 
MR. WESTON: 180s 


I would say the reason for this Ethyl licence is this. 
The Maple Leaf were blending their own "@" gasoline but 
they no doubt had tank car customers to whom they desired 
to sell. Now, the standard form of jJobber's licence 
prohibits a jobber purchasing by tank car or re-selling 
by tank car. That would make him a broker. So we in the 
Maple Leaf licence----- 

MR. FRAWLEY: Yould you mind restating that? 
The standard form of licence prohibits a jobber from 
buying in tank car and re-selling in tank car. 

A jobber's licence? 

A jobber's licence. 

That is from the Ethyl Company? 

Yes. 

From buying in tank car and selling in tank car? 

ROG outs 
MR. BLANCHARD: It must be less than tank car lots. 
I shall re&d this to you. 

MR. FRAWLEY: Take one that I have in mind, 

the Great “fest Distributors? 

i whit read from the wtandard form. 

Yes? 


Clause (a) "Licence, (a) 


" rere hereby licenses Licensee to sell and 
"deliver in the territory of the Dominion of 
"“Oanada mentioned on the reverse side of this 
"sheet, and not elsewhere, the improved motor fuel, 


"defined in the aforesaid patents, in quantities 
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H. W. Kaley. 
"less than tank car lots only, and only to users 
"and consumers thereof or to retail dealers for 
"delivery directly by said dealers to users am 
"consumers thereof, on the condition, however, 
"that the Licensee shall have purchased said 
"improved motor fuel from a manufacturer holding 
"a license from the Licensor under said patents." 
Now, soing back to the special clause in the 
Maple Leaf licence, inasmuch as the liaple Leaf had a 
refiner’s licence to manufacture and market "Q" gasoline 
but probably were not in a position to manufacture Ethyl 
gasoline, we have amended that clause in their licence 


to read as follows? It is the game number, clause 1, 


us The Wcsusee nereovy licenses Licensee to 
Wee) and deliver eine tem Cerr tno cyuo Lene NOMI Lom 
"of Canada mentioned on the imenisawipcl cm heheh Tape <M rieit i | 
"sheet, and not elsewhere, improved motor fuel 
"defined in the aforesaid patents, to jobbers in 
Many quantity who hold a lisense from licensor 
NtoOssell said improved mouor fuel, and iieany 
“quantity to actual users and consumers thereof, 
"or in quantities less than tank car lots to 
"retail dealers for delivery directly by said 


Ndcalers to users and consum:rs thereof." 


r 


Now, I should say that if the “aple Leaf were 
in a position to manufacture their own Ethyl gasoline 
there would be no such jobber's licence in existence, 
with such an excention. 
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except in name, if they have no refining facilities. 
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H. W. Kaley. Se ae 


If they have, as we understand the fact is, virtually 
dismantled their refinery at Coutts, is it not pretty 
arbitrary to call them a refiner at all. They are just a 
ygouber? 

Well, we get back to the same thing. 

But more concretely here because this is an older 
corporation with a refinery down in Coutts, which, as 

I understand, they have virtually dismantled because the 
Coutts operation was proved to be had,as far as Alberta 
refineries are coneerned, both the B. A. and the Imperial 
hove pulled aut of that territory as refiners... But assume 
these basic facts to start with. I ask you to regard the 
Maple Leaf Fetroleums Limited as being what they are, 
marketers of gasoline? 

Yoes the Maple Leaf Petroleums Limited exist as a corporate 
entity? 

It certainly does, and, indeed, the other company, the 
Maple Leaf Refining Company, Coes not now exist. 

MR. JAMIESON: It: is. in, the mocess oF 
voluntary liquidation and has been since 1931. But it has 
not been struck off the register. It sold all its assets. 
It is a name only. 

MR. FRAWLEY: Let us say the Maple Leaf 
Refining Company does not any longer exist. The Maple 
Leaf Petroleums Limited is a marketing company. Take 


that as the starting point. 


Tm CHAIRMAN : Tho is the licence to? 
MR. FRAWLEY: The Maple Leaf Yetroleums 
Limited. 


My only answer to that is it may have peen that we have 


been slow to, perhaps, retract the refiner's licence if 
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Hee elem. 
these peopie have passed out of the refining business, 
Yes. You see, I do not want to be unfair and I do not want 
to put you in an embarrassing position. You have been 
exceedingly frank in discussing these things with us. 
But there is a possibility of giving certain companies 
the prestige of the Ethyl name label, that I for one 
give tae greatidealiof importencer toy *anduyoavare denying 
iteto others.) Is thissthevfact? 
You are not taking into consideration the manner in which 
these companies, the Bell and the Maple Leaf,secured those 
licences in the first place, 
Yes, but you cannot perpetuate a wrong by simply saying 
"™e did something last year that had justification and 
thet jus tifieseit fortdigs9" I am ask-ng you to take 
things as they exist? 
You are ask:-ng us to take away from these people the 
vight to market under their own brand name because they 
have not a refinery? 
I am calling to your attention whet appears to be an 
unfair situation, using the word in its wide sense and 
nothing sinister at all. The most you can be accused of 
is nding a little bit more or less careless in following 
up the changes in the situation from time to time and, 
frankly, I think you might be fairly accused of that, 
and that you might look at the Maple Leaf picture, taking 
that as an example, and say - I mean your company and 
not yourself, that this is just a jobber. You VeTuser 
the Gas & Oil Products, a jobber, to sell their gasoline 
ag 99 Ethyl. You flatly refused that, I am told, some time 


ago. Yet you permit another company in exactly the same 
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H. W. Kaley. 


Situation as them to sell Maple Leaf Ethyl. 

MR. BLANCHARD: It is not exactly the same 
sitaation because these companies when they had a refiner's 
ticence established a brand, and you are asking the 

Ethyl Corporation to take that waway from them. 

MR. FRALEY: Mr. Kaley is making the same 
answer to me, Mr. Blanchard, and I am simply saying 

"You have not kept up with the very serious changes in the 
facts." That is my suggestion. Well, at least you see 
the suggestion I am making to you. 

That is your statement. 

I will accept the situation that when you originally did 
business with the Maple Leaf Refining Company - well, I 

do not know that I can say that. This is the Maple wLeaf 
Petroicums Limited, on the 13th of April, 1937. . so, 1 out 


it-fo you they are identical. 


MR. JAMIESON: They operated a refinery on 
that date. 
MR. FRAYVLEY: On that date they operated 


a refinery? 

MR. JAMIESON: Yes. 

MR. FRAWLEY: The Maple Leaf ¥<ctroleums 
Limited operated a refinery at Coutts at trat time? 

MR. JAMIDSON: They bought that refinery in 
1931 and operated it until they closed it down, I would 
say in 1937. 

MR. FRawLly: 4t the end of 1937 they 


stopped operating at all? 


MR. JalIison: Yes. 
MR. FRALEY: L simply put Lt: to you, let us 


assume there was reason for the existenoe of this contract 
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in the Sprins of 1937, but I suggest to you that this 
perpetuation has resulted in a very plain unfairness to 
other persons carrying on the same kind of business, namely, 
the jobbing of gasoline vroducts. Is my suggestion not 

a fair one? 

A Your statement, I suppose, hus a certain amount of merit 
in it. Yet what you are inferring, perhaps not asking, 
is that just the minute a comoany closes up its refinery. 
and you know in the oil industry there is a great tendency 
to close up refineries for a time and then reopen them, 
very often not to dismantle them but just ene oueria 
Close down - your inference is that just the minute the 
refiner closes down we should immediately take away from 
him his right to market under a refinery brand, which he 
may have established over years and years. 

Q Ys, I know, and I see what you mean. I do not say you 
Should do it immediately. I might say you should not 
allow two years to go by. Here a contract was entered into 
On the 18th of april, 1937. Were tho products discussed 
in the contract to be manufactured. ‘jas there any restriction 
it was to be manufactured by the Maple Leaf? 

A Absolutely not, or that rider would not be in there, 

There would not be any exception in the contract. 

Q So probably that very operation was in existence at that 
time, purchasing from the Imperial Oil Company, because 
at that time it was a wholly owned Imperial subsidiary ? 

A I have not made myself clear to you. These people were, 
through their refining, able to suppnlv their customers 
in tank cars with, we will say, "Q" gasoline,. 

But these same customers wanted to buy Uthyl. 


Q Yes? 
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H. W. Kaley. Mate 


From the Maple teaf. 
Yes. The Maple Leaf then had to go and buy it? 
The Maple Leaf would have been in a very queer position 


to say to their eustomers "Yes, we can ship you ™Q" 


gasoline by tank car, but we cannot ship you Ethyl gasoline." 


That is the reason for tha exception. 

They would have the right to ship "9" gasoline because 
they made it and blended it? 

Mey neve a reriner's liceyce, 

Well, we get right back to the same thing. You see, at 
least what I am asking. Now, ir. “Naley, do you tell me 
that there is some restriction in a jobber's licence as 
to the quantities he can sell. Take the Great West 
Distributors, a jobber of the B. A. Oil Company, and their 
contract is here. Here is their Ethyl licence. Do they 
have two licences, “thy] and "Q"? 

Yes, Ethyl and "Q". 

I do not know which this is, probably Ethyl. Yes, Ethyl. 
Can that company not sell me a carload of gasoline? 

That is correct. 

They cannot sell me a carload of gasoline? 

They mast sell in less than tank car quantities. 

Why. ‘What is the point in that restriction. They can 
gell me one gallon less than a tank car’ 

If you were a jobber who pought in tenk (cars and) ge= 
sold in tank cars you wuld no longer be a jobber, you 
would be a broker. 

We have not got those animals here under that label. 

We have, and you have in Eastern Canada the very same thing. 


But not in alberta. If Mr. George Mackenzie of the Great 
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He, Popa lene 
“est Distributors wanted to sell me, or if I wanted to 
buy rather, if I had a service station and wanted to buy 
in tank car quantities and I, perhaps, for a better price, 
was willing to put in underground storage tenks to take 
tank car, I could not buy it from Great West Distributors ? 
No. 
“Thy? 


(Page 11,846 follows. ) 
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Because that would put him in the position of being a 
broker and broadly speaking that provision is in there 
because we do not want brokers handling sthyl gasoline; 
it is still another step resoved from the refiner's sup- 


ervision. 


All right now,+--~ 


You have not got them here anyway. 

No. Now I would like to have your views to the Conmrission 
on the advisability or inadvisability of your corporation 
being subjected to any regulations by the Lrovincial or 


the Dominion Government; now let me start off by asking 


“you a few questions, is your corporation, you are a corpor- 


ation and it is incorporated in the State of Delaware? 
Yes. 

Have you taken out any license or licenses or any regis 
trations in either, in Ottawa Federally or in any of the 
Provinces of Canada? 

Iam not very familiar with what you mean by licenses and 
registrations. We have our patents and trade nark.: 

No, have you registered as a foreign company, what we call 
a foreigh company in the Province of Alberta? 

Well again do you mean qualified to do business, is that 
the word for it. 

Yes, registered, I bin the word is registered, I think 
the proper expression is registered as a foreign company? 
MR. BLANCHARD: No, the answer is, it ig 
not registered in here or in any of the Provinces. 
WITNESS: ow might say to you, ire 
Frawley, that we actually do no business whatsoever anywhere 


in the Dominion. Our contracts are executed in New York and 
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Our organization in Ganeda is merely an organization of 
service to our customers. i/e collect samples and we hold 
meetings, educational meetings at the civic olubs and bes 
fore groups of employees. we try to settle any somplainta 
which may coue up, which may be either imaginary or actual 
of our products and things of that sort. 

We will not get into any discussion of how vou are carry- 
ing on business, because that would mean actually going 
into the-interpretation of the fen tine of that word under 
the statutes, and you probably have been advised by your 
solicitors that you are not earrying on business within ~ 


the meaning of those statutes, and you have not taken out 


licenses? 


That is correct. 


And that obtains in all the Provinces of Canada? 


Yese 

The fact is you have an office in Toronto for Canada? 
Yes« 

You have a Ganadian lianager I dare say or who is called 
that, ir. Fitzgerald? 

To direct the activities of our various men operating in 


Canada. 


You have bir» G.» Jd»e MacFarlane in this Province? 


Yes. 

And you call him your resident engineer? 
We call him field representative. 

Field representative? 


Yess 
Are there any other like iir. ilecFarlane in the Dominion of 


Ganada? 
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We have six men. 

Altogether? 

Yes, that is not counting the manager. 

And they do work in other parts of Canada similar to 
What ire hiacFarlane does in this territory? 

Yes. 

And what would be your view now with respect to whether 


this Gommission should make any recommendations that you 


Bhould be subject to regulation by any Governmental body 


in this Province with respect tc the manner in which 

your licenses are issued and 50 on? 

wf se Frawley, I would be in no positicn to uake any state- 
ment on that. 

You say you would oe in no position? 

In nod position to .iake any statemert on that. 

You would resist any such regulations; I am putting these 
things to you only to explore it, not because I have any 
ideas about it at all, you would, I take it, my friem Lir. 
Nolan does not agree with that apparently, he does not 
like all I have said, you would resist any suggestion that 
any Governmental body should nave @ voice in the granting 


Of a License to 6 vefiner in this Provinte? 


c 


he 


Are you not perhaps assuming what she final answer or find- 
ing of this Commission may be ami we sannot assume that? 
No, let me clear your mind about that, you can make and I 
ean make any number of submissions to the Commission as to 
what we think should be their recommendations and they 
will give such, pay such regard, if any, to them, as they 
gee fit but what would be your submission to the Commis- 


sien as to whether or not there should be any Governne ntal 
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body set up or any existing body used, for the purpose 

of having some voice in whether you grant or refuse a 
license to a refiner in this Province? 

I would have no submission to make to the Commission 
Other than I have made. I think the thing is going along 
pretty well right now. 

88 they are? 

Yess 

That is your submission then? 

iAJOR LIVSETT: Is there a license that has 


to be issued to a refiner in the Province? 


bine FRAWLEY: By the Dominion Government. 
wAJOKk LIPSxtT: Wot by the Province? 

wiRe FRAWLEY: Wot by the Province. 
WITNESS: «we Frawley, + would like to 


make, before we get any further, a couple of corrections 
in figures which I made, the figures given yesterdiuy, I 
went home and figured egain last night and I find that ay 
first error was carried to the second set of figures as 
you mentioned, and that is on page 11,719 of the testi-~ 
mony, I gave a figure on cost for gusoline containing 
1.08 a.atgs of lead per Imperial gallon, as being -.08708 
cents per gallon. That figure should be---~ 

THE CHa Tu. AN: That is freight and drums? 
Yes, that was the total of lead, freight and duty, and 
that figure should be .3&292 and the---- 

TH CHAT HiaA N: Will you say that again, the 
cost, freight and duty? 

The cost, freight and duty, I oan give them to you sep- 


arately, of 1.08 cubic centimeters of lead per Imperial 


£ : , 5 : 
| : > 
on 
° 
ar oe mei i : a . : = 
“8 es silva ae ee : aoe coe eS Bie 
oe an * Bory ie 4 3 % < ‘ 4 
7 “ “ x sy we ” P. =y a xe wa 
ba , . : ; : Z Be ‘0 
“3 ss ” Bud : nt aa :° ne ; 
R a : Re 5 sine eS wh - 
oS ¥ ‘ +. s iz 
my = - + ~ erae 
*) tery o- ¥ he 
ae a Ss : Pe Bes ot + *y S 
i 1 P 5 
’ ‘ 5 ~ 7 
2 is é : 5 ‘ c 
ey ban Sion ape ee -- . ‘ ' 
. 4 S uy = A e = abe 
‘ fi ony ae es tos ‘ 
: : Ne oy Ls earl . . onal 
5 : on vie 3 Pt 
ay ” 3 =i a - 
te om be * - + . - tat ti 
‘ : = Mo . g at 
‘ a ~ os % ao » e i y. 
7 Os : My . 4 . ore ad can 4 ! 
ou oo ‘ sy si tt Gis 
+ rs . . = i “ . “2 — 
ro ag : 5 “oy < 
> % H aA 
P 4 - , ey S ” . 2 
oa eS) Ges = 
a5; 2 ney . “ “ 
oy - : : 
aN : pons ~ > : 5 
oy Ss Pe ad * 
os ‘ — to z wot = 2 Sore a “2 .s 
; fe c am aed = ce = ‘ — 
a rg a r saath - we oe 4... = 
- Taney 5 is 4 e a cee 
ee iy e peeoty cae ae ‘ fhe 
nate esd r i= 
a ay 4 au a Ten be ve ea a hes 
. is = 
ay “8 sq i > 
i — oa e ed 
{ z ~ te: * “a < 
eer ea r 
et “+ he 
S. son % ao tn : es 
. ‘ 5 ae as, 5 ee : 
S ~ oo de a ae ; ihe _ 4 a at My 
of B3 aan 5 as me ; 
ae ie 5 sy a) “ . J 
5 = ‘ & : 4 <9 i= Be oe (5 4 ee 
4 as aa ‘ t + Oo aes “ ae 
Soo fl + ¢ oe Ra *:} 
. ee - . “2 ” v4 ie ne 7 
> rs ‘ ty * bad aa . A = er 
B ee ; : f “ va 8 Saw Wc thea See 
: ‘ ‘ vise 4- ie fact Lo fs see i e3 
: & = . fate eh - i ay : an BS. 
: ; : Youd cae toe a5 on a5 1 Wash ae 
2 Ba ny : <2 a c oes Hi ; i Se at Hi ae 
ne ne ae = Sy a ae, < 
i Toe : 3 Be : te Oe Lae us Vanef s 
=, ~~, +n oe £ Gad 4 Be “ i 7 2 ous 
: . : cod ‘ - bart ‘ e “* boa) ~ 
-t ~ * x a ti wt si 
’ ae Es a z “A = : oe 
a tee oo as | a ty 3 £ a) : ee = 3 5 
“ . ig Napa ay & wo Sang a +08 
> 2 = aa a ' 235 ; 7 
@ : : a ts F a aa ui 
= z Sd 
ve alec ee, ie” o ’ , ney 
¢ 3 ' Pe 7 4 - we Dy, 
4 a F ue = , a i BS 
2 < Sf / ey ry aw 
r cas staat -* ca t 
hey Res ; a, 3 oe ; ‘ i 
red _ ‘ 4 . ‘ my ¥ 
a ve oe eae nei ae “ 
rs 
x : 4 ~ te 
‘ nk - oe 4 m . + Ved! 
~ 3 i . Che sy es 
a Po . ew ‘ Ss 
2 = me & to 7 a ts 
<i 4 ms 7 ; a is = * 
bs fot P i ¢ 4 = 
aig = = é fi 
ay a of aye foe a) | Ars ie, Se 
= eee : : : ; he = z : 
os oe ee a ae .- Ue Py ot 
Pere, rt) po ve . ri 1 4 s 
ce = a “5 
- ow . - Ne , ~ Ks 
a ‘ aa “3 os) ee eG (rt 
= ; be cit : é tad 1 
j ; cw of sy on 7. ys 
tans ca Ss wt ~ As ; Sect Sy 
ae ae 4 — wy o 
ie i ! : i 
is : “3 ; Ss 
ey - oy oe Lae a 
Sea : Hae cay. er 
5 5 ~3 


He We Kaley 


C4 
5 


~ 11,850 - 


gallons--<+ 

THE CHALRuAN: de will take it all over 
again, 1.08. 

1,08 Bana centimeters of lead per Imperial gallon the 
actual cost of the lead iv .2808; the cost of the 
freight is .02808; which amounts to just 10% of the cost 
and the duty is .01404, that is 5% of the ocst, giving 
the total cost when the freight is paid by the licensee, 
of «52292; of course when the freight is paid by us we 
simply deduct that freight item and we have .2808 cost 
and .01404 duty, giving a total of .29484, that is the 
cost of lead and duty. 

pAIOR LIPSELT : That figure of .32292, that 
is in substitution of the figure of .428642 which appears 
on page 11,7207 

That is right, lirs Commissioner. 

Now one other correction on 
pege 11,718, I told you, ifr. Commissioner, that there 
were, it is my second answer, I told you that a anall tank 
oar moo tedned 11,055,000 cubis centimeters. 

MAJOR LIPSETT: Yes? 

Theat is true for fluid but not for lead; the actual figure 
for lead ig 6,960,000 oubic centimeters of lead. 

That is for the small tank car? 

Yes, the 3,000 gallons. I could give it to you for the 
large one but I do not believe you are interested in that. 
MRe BLANCHARD: hire Kaley, in there anything, 
I am speaking now of the suggestion thet there is a mon- 
opoly to the Texas Company under their licensing agreement 


with, is there anything in your agreement with the Texas 
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Company that precludes you from issuing similar agree- 

ment to other United States refiners? 

Nothing whatever, itr. Blanchard, and the point which I 

heve been trying to get across this morning is that there 
is nothing to prevent our issuing a license to another 
United States refiner to come into Canada if they have 

the same marketing set~up or a similar marketing set-up 

to that now had by the Texas Company of Canada; in other 
words, as I said before, the Texas Company perhaps may 
have an edge but it is not an edge which will not be given 
to anybody else who had the same supervisory organization 
as they have. 

Yes, so that you cannot very well compare the Texas Company 
with another company that has not any organization at all 
in the Province of Alberta? 

You certainly cannot» 

You cannot say there is eae discrimination when the two cases 
are not comparable as between one refinery and another? 

To have discrimination I would think you would have to have 
two companies with the same facilities. 

L think so too? 

In this case we have only one. 

Now have you anything further to say, ire Kaley, with 
reference to your statement yesterday, you said that 75%, 
in your opinion, 75% of the cars could operate satisfact- 
orily today on a 75 octane, I think you took 75 octane 
gasoline, do you want to elaborate on that at all? 

Well if I do it will be perhaps looking into the future 

a bit and only a matter of personal opinion, and that is 
that it has been our experience, and when I say ours, IL 


mean the experience of the industry, that each year it has 
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gone up a little in anti-knock value and of course in 
other characteristics of the gasoline as well; each 

year tne motor manufacturer has taken advantage of any 
increase in quality of the fuel, he has allowed, ever 
Summer when he designs his car or at least sets his som- 
pression ratio for the coming model, to take full advan- 
tage of every bit of anti-knock value there is in the 
gasoline because he knows that by taking udvantage of that 
he can give the consumer more power, perforsiance, eoonony, 
Speed. He can build a better automobile. Now when we talk 
about 75, as I said yesterday, right now 75 octane number 
gasoline will operate satisfacorily in, well we took an 
arbitrary figure of three-quarters of the cars; there is 
no doubt whatsoever in our minds that that figure ig true 
today but it will be very untrue in a very short period of 


years; and the reason is this and we know that we have not 


reached the limit in compression ratio, which is oneway of takin 


edvantage of it; super-charging, which is merely foroing the 
gapoline and the air mixture into the combustion chamber 
under pressure is really just about to start now, the 
people who are ready to release super-charged motors are 
really a little ahead of their time but they are going to 
come. If they do not come this Fall they will be here next 
fall or the next Fall but engines of that character, very 
much amealler, in our laboratory in Detroit, we have had on the 
dynamo-meter there, engines, engines the size of a small 
Buiok which put out just as much power as the big engines 
you have in the Greyhound busecB- It is nerely a matter of 
working out these kinks and improving fuels until we reach 


that time. The aviation industry is a fine example of it 
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and the fact that power output and so on of moto>s de- 
pends, after you have worked out your meturallurgical 
and your ceramical problems, depends entirely on how 
good the fuel is, so if we say “Is 75 good enough", well 
75 is good erough for the preponderance of oars today. 
The reason that gasolines of uthyl quality of 80 or bet- 
ter are sold, are primarily as a cushion for the motur 
which is badly carboned, the motor which is running at 
high temperature because of a clogged water jacket or 
something of that sort, the motor that came off the pro- 
duction line without having a constant compression ratio 
of all its cylinders and the high priced automobile 
that was designed to take full advantage of Ethyl gaso- 


line. Wow the lower priced cars never have been and 


‘never will be designed so that they can only run on ithyl, 


because those are cheap cars and the manvfacturer says 

"ny should we design a cheap automobile for a consumer who 
may not want to pay the higher prise", but those cheap cars, 
a certain percentage of them will knock just as badly as 

any others and the reason these refiners come in, they 

6en- go up to o full -pprseiction of ths, bsst non-promium 
gnsoline: available, is because they know if a car knocks 
there is always another grade up here that will take care of 
it and that is the ostane, and that is the primary reason 
for Ethyl gasolinee Now I have read and heard quite a bit 
of testimony which was given here with regard to one grade 
of gasoline and as I said yesterday a 75 octane numbered 
gasoline would undoubtedly take care of 75% of your cars, 
but it would take care of them only this year. Now we 

have 75 octane numbered gasoline on sale in the States right 


now and that quality is being used but it is going up. 
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fs that premium or non-premium? 

It is non-premium. 

But haven't you got a top or a maximum limitation 

Oyen 

As [. said, to. vou~the,other day, we aresmor. ..4 ik Coeds 
going on in spite of our contracts you see. That exists 
all along the East Coast. We know it is going on and you 
cannot in my estimation set yourselves aside in the 
Trovinee of Alberta from the rest of the Dominion or from 
the United States as fer as that.goes. ‘“Vvhen gasoline of 
that quality becomes generally available, whether it is 
available in Alberta or not, cars are going to be manuf- 
actured that will demand it and if you have one grade which 
is 75 and do not permit advances you are going to isolate 
yourselves as far ag the quality of your gasoline is 
concerned. Now I say that particularly, Mr. Frawley, 
because from a dollars and cents stendpoint, it really 


does not make a whole lot of difference to us. But I 


speak from our observations of what we can do with engines 


today with even better fuels than we have eveilable. 


THE CHA TIRVAN : The suggestion has been 


thrown out thet the General Motors Corporation is perhaps 
interested in engines that will not accommodate themselves 
to lower octane because of its interest in your company. 
Do you think there is anything in that? 

T assure you, Mr. Chairman, every company thet builds 


motors is interested in the increasing anti-knock quality 


of gasoline. General Motors was not the first. oneuto 


increase the compression of their engines. Chrysler were 


the ones who really started to take full advantage of the 
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high compression and the Chrysler Red Head, which came out 
12 years ago, was really the pioneer in high comprescion. 
Today I think if we were to average the compression ratios 
of General Motors cars against Chrysler, for instance, 

we would find thet Chrysler is putting out higher compres- 
sion cars than General Motors. Their interest in our company 
I am sure can be no oriterion in the design of their auto- 
mobile, because everyone who builds motors is going to get 
just as much as they can out of them because competition 
will force them td. 

Who has the control in your company, General Motors or 
Standard Oil of New Jersey? 

Tt is, equal, Sir. 

Just equal? 

Yes, Sir. 

Well, I mean, as & practical thing is it exactly equal? 

If they differ, is there not control, or are there not 

a few odd shares now that....--eers 2 

There are absolutely not... It,1s Very closely held as a 
matter of fact, 50% to each. When you say control, I 
assume you mean stock control, 

Yes? 

Because everything we do is pretty much left to the 
management. 

Yes, I mean stock control? 

Yes, Sir. 

If the Standard Oil of New Jersey and General Motors 

do not agree on policy, there is a deadlock? 

Well, TF am not @ director, so I do not know whether 


that condition has ever come about. 
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of fact if that is the exact stock situation? 

Thet is my understanding. 

MR. FRAWLEY: Is it widely held, the 
stock widely held, or just amongst a few people? 

Just the two companies, the General Motors and the 


Standard Oil of Nev Jersey. 

Then the nominees on the Board of the Jersey Company 
and the nominees on the Board of General Motors are 
exactly equal, three apiece, or whatever it may be? 
Yes, they are exactly equal. JI do not know that there 
are 3. I think there are 5 of csach. 

Hor, each? 

Vesey uscivy 


TH" CHAIRMAN: Has the chairman a casting 
vote, do you know? 

Sir? 

Has the chairman of your Board 4 casting vote? 


T do not know. The chairman is our president. 


Which organization does he belong to? Does he emanate 


from the Standard Oil or General Motors? 


He was originally with General Motors. 


MR. FRAWLEY: Just one matter, it would 


be a shame to let you go back to New York and not have 


covered everything possible with you. Tf you can say 1h 


a word what is the central feature of the indictment that 


was preferred against your company by United States 
Government? 


As I understood it, the United States Government, or 
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Judge Bondy in the southern district of New York, 
has given a legal opinion that we have not the right 
to insist on the existence of jobbers' licenses. In 
other words, as I understand it, it is purely a questim 
of law as to whether we have the rixht to say to a refiner 
that he shall only sell to such jobbers as we issue licenses 
to. 

Q In other words, these facts upon whith that indictment 
was tried are, generally speaking, the same facts as exist 
in this province, the same set-up? 

A Well, the insistence on jobber lisenses. 
Yes? The very thing you said a moment ago you told 
Imperial Oil Gompanyercver caer! 

A Yes. lie issue licenses here, and as I say Judge Bondy 
has rendered a decision down there - and our licenses 


are the same incidentally - that we have not the right 


to GO tneat « 


@ Is that conviction under anoeal? 
A No. 
MR. BLANCHARD: It is not a conviction. 


It is an injunction? 
A It is not a decree yet. It ig an opinion. It 1s Sire gua k 


awaiting, as I understand, a conclusion of law. fF have 


forgotten how it comes about. 


Q TH" CHAIRMAN: I was asking one other 


Vitness the other day,who Was taking the jead.. Do you 


get out a gesoline that the motor car companies desire 


to meet their requirements, or do they have to build 


their engines in accordance with the fuel that they have? 
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‘here do you coordinate, if at all? Other than what 

may be done in your own comnany with a Very 2reate ore 
Company and an automobile producing comnany. outside 

of that, is there any attempt to ooordinate and correlate 
so that cars sre made to suit the gasoline that can be 
economically bought, or are you aiming at more power and 
more speed all the time, regardless? 

Your second statement, Mr. Chairman, is the correct one, 

In thet soil companies, I wili ‘say the oil industry, arse 
increasing the quality of their products and the auto- 
mobile companies follow and take advantage of everything 
that is generally available. It may be said I think that 
the automobile comnenies take such advantage of the quality 
of non-premiun fuels that knocking complaints usually exist. 
In other words, they take it all. Both industries are 
represented in the so-called Co-Operative Fuel Research 
Committee, both the American Petroleum Institute and the 
Society of Automotive Engineers. 

Tell me more ebout that Committee, will you please, 

Mr. Kaley’ 

Well, I am not too familiar with it, Mr. Chairman, except 
that I know it is composed of revresentatives from the 
Society of Automotive Ungineers and ropresentetives from 
the American }etroleum Institute. Now those gentlemen 
discuss their mutual problems such as, well, the establish- 
ment of an octane number or rather the establishment of 

the trend is probably a very minor feature of their activities. 
They discuss the need for various lubricants, such as the 


lubricants which are necessary with verious kinds of bearings, 
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cooper, lead and cadmium-silver. Lubricating oils 
have a very definite effect on those. The new so- 
called fluid fly-wheel introduced by Chrysler, takes 
a very special lubricant, as did the free wheeling some 
years ago. All of these problems having to do with fuels 
and lubricants for the automobile are discussed jointly 
by those committees in an endeavor to give the consumer 
both the best mechanical operation of the car that they 
can give the the best operation through the setroleum 
products which he uses. 

Q How often do they meet, do you know? 

A They have two yearly meetings. Their committees meet 
in between. JI haven't any idea how often. And then of 
course they have sub-committees on various subjects who 
meet more frequently. 

Q MR. FRAWLEY: Just one more thing. 
I am told and only learned today that there is being 
marketed in Calgary a non-leoded gasoline of about 70 
to 72 octane. If it can be arranged that that company 
could give us a sample, or giver your corporation a sample 
of that gasoline, would you be good enough to have char 
tested and return the result of the test to ifr. Nactarlane, 
so that it may be placed before the Commission? I mentim 


it to you beeause f know you have very fine testing 


facilities. 
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My understanding is that this company does not use 

any lead end is not a customer of ours. 

Then. ve*right. 

In that case we would be very glad to do that for yOu, 
Thank you very much. 

TH: CHAIRMAN: Any questions? 

MR. MELTABARGER : I should like to ask Mr. Kaley 
as to his statement that 75% of the automobiles to-day 
could use 75 octane gasoline. Do you inelude the 
present Ford or the last three years' model Ford car in 
that 75%? 

I do not think, Mr. Meltabarger, that I oan neeccssarily 
qualify that. That was a general statement. I would 

not qualify it by car or by series of cars, of the same 
model. 

vo you know that it is a fact in Canada, I do not know 
about it in the States, that the Ford car manufactured in 
Canada even knocks with 80 octane? 

ieevemie ard. SO. 

and Ford is 40%, about 40% of the total manufactured cars 
iieGandde, is 1% not? 

Weld Sor course, I am speaking, when I made that figure 
75, that 75%, it is very much of a general statement and 
I am speaking there, Tir. Meltabarger, of the United 
States and Canada as a whole. Now, if your conditions are 
different here and your compression ratios are higher 

or if your cars knock more because you have a lot of high 
mountains over here, it is just en exception, perhaps. 
But f say, and I made it as a general statement, for the 


United states and Canada, and is only a personal opinion. 
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MR. FRAWLEY: Mr. Kaley, so that you won't 
get too far carried away with 82 octane gasoline that 
Mr. Meltabarger sells, Mr. Cottle says that his new 
Mercury, he cannot make it ping with 70 octane gasoline, 
after he had a little adjustment? 

Yes, engineers can fix that up, I am sure. 

THE CHAIRMAN: Now, Mr. Kaley, your evidence 
has been very interesting and instructive. 


Thank you, Sir. 


(At this stage the Hearing was adjourned until 9:00 a. Tl. 


24th July, 1939.) 
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